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Peripatetics 


By ALFRED E. SMITH, Former Governor of New York. 
Before American Liberty League, Washington, D. C., January 25, 1936. 


R. CHAIRMAN, members and guests of the 

American Liberty League, and my friends listening 

in, as | have been told by the newspapers, from 
all parts of the United States. 

At the outset of my remarks let me make one thing per- 
fectly clear. I am not a candidate for any nomination by any 
party, at any time. What is more, | do not intend even to 
lift my right hand to secure any nomination from any party 
at any time. 

Further than that, I have no axe to grind. There is 
nothing personal in this whole performance in so far as I am 
concerned. I have no feeling against any man, woman or 
child in the United States. I am in possession of supreme 
happiness and comfort. I represent no group, no man, and 
| speak for no man or no group, but I do speak for what 
I believe to be the best interests of the great rank and file 
of the American people in which class I belong. 

Now, I am here tonight also because I have a great love 
for the United States of America. I love it for what I know 
-it has meant to mankind since the day of its institution. I 
love it because I feel that it has grown to be a great stabiliz- 
ing force in world civilization. I love it, above everything 
else, for the opportunity that it offers to every man and 
every woman that desires to take advantage of it. 

No man that I know of or that I probably ever read of 
has any more reason to love it than I have. They kept the 
gateway open for me. It is a matter of common knowledge 
throughout the country, and I do not state it boastfully, be- 
cause it is well known, that, deprived by poverty in my early 
years of an education, that gateway showed me how it was 
possible to go from a newsboy on the sidewalks of New York 
to the Governorship of the greatest State in the Union. 


Now listen. I have five children and I have ten grand- 
children, and you take it from me I want that gate left open, 
not alone for mine—I am not selfish about it—not for mine, 
but for every boy and girl in the country. And in that re- 
spect I am no different from every father and mother in the 
United States. 

Now, think it over for a minute, figure it out for your- 
self. It is possible for your children’s success to be your 
success. 

I remember distinctly my first inauguration as Governor 
of New York, and I am not sure that the young folks under- 
stood it thoroughly, but there were three people at that 
inauguration that did understand it: One was my mother, and 
the other was my sister, and the third was my wife, because 
they were with me in all of the early struggles. 

I am here for another reason. I am here because I 
am a Democrat. I was born in the Democratic party and 
I expect to die in it. I was attached to it in my youth, be- 
cause I was led to believe that no man owned it. Further- 
more, that no group of men owned it, but, on the other hand, 
it belonged to all the plain people of the United States. 

Now, I must make a confession. It is not easy for me 
to stand up here tonight and talk to the American people 
against a Democratic administration. It is not easy; it hurts 
me. But I can call upon innumerable witnesses to testify to 
the fact that during my whole public life I put patriotism 
above partisanship. 

And when I see danger, I say danger, that is, the 
stop, look and listen to the fundamental principles upon 
which this government of ours was organized. And it is 
difficult for me to refrain from speaking up. What are 
these dangers that I see? The first is the arraignment of 
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class against class. It has been freely predicted that if we 
were ever to have civil strife again in this country it would 
come from the appeal to the passions and prejudices that 
come from the demagogues who would incite one class of our 
people against the other. 

Of course in my time I met some good and bad in- 
dustrialists. I met some good and bad financiers, but I also 
met some good and bad laborers. This I know—that perma- 
nent prosperity is dependent upon both capital and labor 
alike. I also know that there can be no permanent pros- 
perity in this country until industry is able to employ labor, 
and there certainly can be no permanent recovery upon any 
governmental theory of soak the rich or soak the poor. 

Even the children in our high schools, and let it be said 
to the glory of our educational institutions, that even the 
children in our high schools know that you can’t soak capital 
without soaking labor at the same time. 

The next thing that I view as being dangerous to our 
national liberty is government by bureaucracy instead of what 
we have been taught to look to: government by law. Just 
let me quote something from the President’s message to 
Congress : 

“Tn thirty-four months we have set up new instruments 
of public power in the hands of the people’s government, 
which power is wholesome and appropriate, but in the hands 
of political puppets, of an economic autocracy, such power 
would provide shackles for the liberties of our people.” i 

Now, I interpret that to mean that, if you are going 
to have an autocrat, take me. 

But be very careful about the other fellow. 

There is a complete answer to that, and it rises in the 
minds of the great rank and file, and that answer is just 
this—we will never, in this country, tolerate any law that 
provides shackles for our people. 

We don’t want any autocrats, either in or out of office. 
We wouldn’t even take a good one. 

The next thing that is apparent to me is the vast build- 
ing up of new bureaus of government, draining the resources 
of our people, to pool and redistribute them, not by any 
process of law but by the whim of the bureaucratic autocracy. 

Well, now, what am I here for? I am here not to find 
fault. Anybody can do that. I am here to make a sugges- 
tion. Now, what would I have my party do? I would 
have them re-establish and redeclare the principles that they 
put forth in that 1932 platform. 

Even our Republican friends, and I know many of them 
—they talk to me freely, we have our little confidences among 
ourselves—they have all agreed that it is the most compact, 
the most direct and the most intelligent political platform 
that was ever put forth by any political party in this country. 

The Republican platform was ten times as long as it. 
It was stuffy, it was unreadable, and in many points not un- 
derstandable. 

No administration in the history of the country came into 
power with a more simple, a more clear, or a more inescapa- 
ble mandate than the party that was inaugurated on the 4th 
of March in 1933, and, listen, no candidate in the history 
of the country ever pledged himself more unequivocally to his 
party platform than did the President who was inaugurated 
on that day. 

Well, here we are. Millions and millions of Democrats, 
just like myself, all over the country, still believe in that 


plataform. What we want to know is, why wasn’t it carried 
out? 

And listen, there is only one man in the United States of 
America that can answer that question. 

It won't do to pass it down to an Under-Secretary. | 
won’t even recognize him when I hear his name. I won't 
know where he came from. I will be sure that he never lived 
down in my district. 

Now, let us wander for a little while and let us take a 
look at that platform and let us see what happened to it. 
Here is the way it started out: 

“We believe that a party platform is a covenant with the 
people to be faithfully kept by the party when entrusted with 
power and that the people are entitled to know in plain words 
the terms of the contract to which they are asked to 
subscribe.” 

“The Democratic party solemnly promises by appropriate 
action to put into effect the principles, policies and reforms 
herein advocated and to eradicate the political methods and 
practices herein condemned.” 

My friends, these were what we called “fighting words.”’ 
At the time that that platform went through the air and over 
the wire, the people of the United States were in the lowest 
possible depths of despair, and the Democratic platform 
looked to them like a star of hope, it looked like the rising sun 
in the East to the mariner on the bridge of a ship after a ter- 
rible night, but what happened to it? 

First plank: “We advocate an immediate drastic re- 
duction of governmental expenditures by abolishing useless 
commissions and offices, consolidating departments and bu- 
reaus, and eliminating extravagance, to accomplish a saving 
of not less than twenty-five per cent in the cost of the Federal 
Government.” 

Well, now, what is the fact? 

No bureaus were eliminated, but on the other hand the 
alphabet was exhausted in the creation of new departments 
and—this is sad news for the taxpayer—the cost, the ordi- 
nary cost, what we refer to as “housekeeping costs” over and 
above all emergencies, that ordinary housekeeping cost of gov- 
ernment is greater today than it has ever been in any time 
in the history of the Republic. 

Another plank: “We favor maintenance of the national 
credit by a Federal budget annually balanced on the basis of 
accurate executive estimates within revenue.” 

Why, how can you balance a budget if you insist upon 
spending more money than you take in? Even the increased 
revenue won’t go to balance the budget, because it is 
“hocked” before you receive it. 

It is much worse than that. We borrow. We owe 
something. We have borrowed so that we have reached a 
new high peak of Federal indebtedness for all time. Well, 
that wouldn’t annoy me so very much ordinarily. 

When I was Governor of New York, they said I bor- 
rowed a lot of money. That wouldn’t worry me. If it solved 
our problems and we were out of trouble, I would say, “All 
right, let it go.” But the sin of it is that we have the in- 
debtedness, and at the end of three years we are just where 
we started. 

Unemployment and the farm problem we still have 
with us. Now, here is something that I want to say to the 
rank and file: There are three classes of people in this coun- 
try, there is the poor and the rich, and in between the two 
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is what has often been referred to as the great backbone of 
America, that is the plain fellow, that is the fellow that 
makes from $100 a month up to the man that draws down 
five or six thousand dollars a year. 

Now, there is that great big army. Forget th. rich; they 
can't pay this debt; if you took everything they got away 
from them you could not pay it, there are not enough of 
them. 

Furthermore, they ain’t got enough. Now, there’s no 
use of talking about the poor. They will never pay it, be- 
cause they got nothing. This debt is going to be paid by 
that great big middle-class that we refer to as the backbone 
and the rank and file, and the sin of it is, they ain’t going 
to know that they’re paying it. 

It is going to come to them in the form of indirect 
taxation. It will come in the cost of living, in the cost of 
clothing, in the cost of every activity they enter into, and 
because it isn’t a direct tax, they won’t think they are paying 

but take it from me, they are going to pay it. 

Another point: “We advocate the extension of Federal 
credit to the States to provide for unemployment relief when 
the diminishing resources of the State render it impossible 
to provide for them.” 

That is pretty plain. 

‘That was a recognition in the national convention of 
the rights of the States. But what happened? The Federal 
Government took over most of the relief problems, some of 
them useful and most of them useless. They started out to 
prime the pump for industry in order to absorb the ranks of 
the unemployed, and at the end of three years their affirma- 
tive policy is absolutely nothing but the negative policy of the 
administration that preceded it. 

We favor unemployment and old age insurance under 
State laws. Now, let me make myself perfectly clear so that 
no demagogue or no crack pot in the next week or so will be 
ible to.say anything about my attitude on this kind of legis- 
lation. 1 am in favor of it, and I take my hat off to no man 
in the United States on the question of legislation beneficial 
to the poor, the weak, the sick or the afflicted, men, women 
and children. 

Because when | started out a quarter of a century ago, 
when | had very few followers in my State, during that 
period I advocated, fought for and introduced, as a legis- 
lator, and finally as Governor, for eight long years, and 
signed more progressive legislation in the interest of men, 
women and children than any man in the State of New 
York. And the sin of this whole thing, and the part of it 
that worries me and gives me concern is, that this haphazard 
legislation is never going to accomplish the purpose for which 
And bear this in mind—follow the plat- 
torm—‘under State law.” 

Here is another one: “We promise the enactment of 
every constitutional measure that will aid the farmers to re- 
ceive for their basic farm commodities prices in excess of 
cost. 


Well, what is the use of talking about that? 


it was designed. 


“We 
The Supreme Court 
disposed of that within the last couple of weeks. And, ac- 
cording to the papers the other day, some brilliant individual 
has conceived the idea of how to get around the Constitution. 
We are going to have forty-eight AAA’s, one for each State. 
The dav that the United States Supreme Court decided 


the case I left my office to attend a board of trustees meeting. 
I got in a taxicab to go downtown. The driver was reading 
the extra, “Supreme Court Declares AAA Unconstitutional.” 


We rode along for a few minutes and then we got caught 
at a red light. The taxi fellow turned around and said: 
“Governor, ain’t there any lawyers in Congress any more?” 


Just then the lights changed. I was afraid to answer 
him for fear I might disconcert him, but I was all ready to 
say: “Yes, son, but they don’t function.” 

We got another plank! “We advocate strengthening 
and impartial enforcement of the anti-trust laws.” What 
happened? The NRA just put a gas bag on the anti-trust 
laws and put them fast asleep. 


And nobody said anything about it. I don’t know 
whether they are good or whether they are bad, but I know 
that they didn’t work. 

Another one: “We promise the removal of government 
from all fieids of private enterprise (laughter), except where 
necessary to develop public works and national resources in 
the common interest.” 


NRA! A vast octopus set up by government that 
wound its arms around all the business of the country, para- 
lyzed big business and chocked little business to death. 

Did you read in the papers a short time ago where 
somebody said that business was going to get a breathing 
spell? (Laughter.) What is the meaning of that? And 
where did that expression arise? I will tell you where it 
comes from. 

It comes from the prize ring. When the aggressor is 
punching the head off the other fellow, he suddenly takes 
compassion on him and gives him a breathing spell before he 
delivers the knockout wallop. 


Here is another one (laughter): “We condemn the 
open and covert resistance of administrative officials to every 
effort made by Congressional committees to curtail the ex- 
travagance and expenses of goverment (laughter) and im- 
provident subsidies rendered to private interests.” 

Now, just between ourselves (laughter), do you know 
any administrative officer that ever tried to stop Congress 
from appropriating money? Do you think there has been 
any desire on the part of Congress to curtail appropriations? 

Why, not at all. The fact is, that Congress is throw- 
ing them left and right, don’t even tell what they are for. 
( Laughter. ) 

And the truth is that every administrative officer sought 
to get all he possibly could, to expand the activities of his 
own office, and throw the money of the people right and 
left. 

As to the subsidy—never at any time in the history of 
this or any other country were there so many subsidies 
granted to private groups and on such a large scale. The 
fact of the matter is that most of the cases pending before 
the United States Supreme Court revolve around the point 
of whether or not it is proper for Congress to tax all the 
people to pay subsidies to a particular group. 

Here is another one: “We condemn the extravagance 
of the Farm Board, its disastrous action which made the 
government a speculator in farm products, and the unsound 
policy of restricting agricultural products to the demands 
of domestic markets.” 

Listen, and I will let you in on something. This has 
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not leaked out, so kind of keep it to yourself until you get 
the news. 

On the first of February we are going to own 4,500,000 
bales of cotton. The cost is $270,000,000. 

And we have been such brilliant speculators that we are 
paying thirteen cents a pound for it when you add storage 
and carrying charges, and it can be bought in any one of the 
ten cotton markets of the South today for $11.50. Some 
speculators! 

What about the restriction of our agricultural products 
and the demands of the domestic market? Why, the fact 
about that is that we shut out entirely the foreign market, 
and by plowing under corn and wheat and the destruction 
of foodstuffs, food from foreign countries has been pouring 
into our American markets, food that should have been 
purchased by us from our own farmers. 

In other words, while some of the countries of the Old 
World were attempting to drive the wolf of hunger from 
the doormat, the United States of America flew in the face 
of God’s bounty and destroyed its own foodstuffs. There 
can be no question about that. 

Now, I could go on indefinitely with some of the 
other planks. They are unimportant, and the radio time 
will not permit it. But just let me sum up this way: regu- 
lation of the Stock Exchange and the repeal of the Eighteenth 
Amendment, plus one or two minor provisions of the plat- 
form that in no way touched the daily life of our people 
have been carried out, but the balance of the platform was 
thrown in the waste-basket. About that there can be no 
question. 

And let us see how it was carried out. 
for yourself. 

Just get the platform of the Democratic party and get 
the platform of the Socialist party and lay them down on 
your dining-room table, side by side, and get a heavy lead 
pencil and scratch out the word “Democratic” and scratch 
out the word “Socialist” and let the two platforms lay 
there, and then study the record of the present administra- 
tion up to date. 

After you have done that, make your mind up to pick 
up the platform that more nearly squares with the record, 
and you will have your hand on the Socialist platform; you 
would not dare touch the Democratic platform. 

And incidentally, let me say that it is not the first time 
in recorded history that a group of men have stolen the 
livery of the church to do the work of the devil. 

If you study this whole situation you will find that is 
at the bottom of all our troubles. This country was organ- 
ized on the principles of a representative democracy, and 
you can’t mix socialism or communism with that. They 
are like oil and water. They are just like oil and water, they 
refuse to mix. 

Incidentally, let me say to you that is the reason why 
the United States Supreme Court is working overtime, 
throwing the alphabet out of the window, three letters at 
a time. 

I am going to let you in on something else. How do 
you suppose all this happened. The young brain trusters 
caught the Socialists in swimming and they ran away with 
their clothes. (Laughter and applause.) 

Now, it is all right with me, it is all right with me, 
if they want to disguise themselves as Karl Marx or Lenin 


Make a test 


or any of the rest of that bunch, but I won’t stand for then 
allowing them to march under the banner of Jackson or 
Cleveland. (Applause. ) 

Now, what is worrying me is: Where does that leave 
us millions of Democrats? My mind is all fixed upon the 
convention in June in Philadelphia. The committee on reso- 
lutions is about to report. The preamble to the platform 
is: 

“We, the representatives of the Democratic party, in 
convention assembled, heartily endorse the Democratic ad- 
ministration.” 

What happened to the recital of Jefferson and Jack- 
son and Cleveland when that resolution was read out? 
Why, for us it is a washout. There is only one of two 
things we can do, we can either take on the mantle of 
hypocrisy or we can take a walk, and we will probably 
do the latter. 

Now, leave the platform alone for a little while. What 
about this attack that has been made upon the fundamental 
institutions of this country, who threatens them, and did 
we have any warning of this threat? Why, you don’t have 
to study party platforms, you don’t have to read books you 
don’t have to listen to professors of economics. You will 
find the whole thing incorporated in the greatest declara- 
tion of political principle that ever came from the hand of 
man—the Declaration of Independence and the Constitution 
of the United States. 

Always have in your mind that the Constitution and 
the first ten amendments were drafted by refugees and by 
sons of refugees, by men with bitter memories of European 
oppression and hardship, by men who brought to this country 
and handed down to their descendants an abiding fear of 
arbitrary, centralized government and autocracy and—listen, 
all the bitterness and all the hatred of the Old World was 
distilled, in our Constitution, into the purest democracy that 
the world has ever known. 

There are just three principles and in the interest of 
brevity I will read them. I can read them quicker than I 
can talk them. 

First, a Federal Government strictly limited in its pow- 
ers, with all other powers except those expressly mentioned 
reserved to the States and to the people, so as to insure 
State’s rights, gurantee home rule and preserve freedom of 
individual initiative and local control. 

That is simple enough. The difference between the 
State Constitution and the Federal Constitution is that in 
the State you can do anything you want to do provided it is 
not prohibited by the Constitution, but in the Federal Gov- 
ernment, according to that document, you can do only that 
which that Constitution tells you that you can do. 

What is the trouble? Congress has overstepped its 
power, it has gone beyond that constitutional limitation, and 
it has enacted laws that not only violate that, but violate 
the home rule and the State’s rights principle. And who 
says that? 

Did I say it? Not at all. That was said by the 
United States Supreme Court in the last ten or twelve 
days. 

Second, the government with three independent branches, 
Congress to make the laws, the Executives to execute them, 
the Supreme Court, and so forth, and you all know that. 

In the name of heaven, where is the independence of 
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Congress? Why, they just laid right down. They are 
flatter on the Congressional floor than the rug under this 
table here. 

They centered all their powers in the Executives, and 
that is the reason why you read in the newspapers refer- 
ence to Congress as the rubber-stamp Congress. 

We all know that the most important bills were drafted 
by the brain trusters and sent over to Congress and passed 
by Congress without consideration, without debate, and, 
without meaning any offense at all to my Democratic 
brethren in Congress, I think I can safely say without 90 
per cent of them knowing what was in the bills, what was 
the meaning of the list that came over, and beside certain 
items was “‘must.” 

Spcaking for the rank and file of the American people, 
we don’t want any Executive to tell Congress what it must 
do. . We don’t want any Congress to tell the Executive 
what he must do. 

We don’t want Congress or the Executive, jointly or 
severally, to tell the United States Supreme Court what it 
must do. 

On the other hand, we don’t want the United States 
Supreme Court to tell either of them what they must do. 
What we want, and what we insist upon, and what we are 
going to have, is the absolute preservation of this balance of 
power which is the keystone upon which the whole theory of 
democratic government has got to rest, and when you rattle 
it you rattle the whole structure. 

Of course, when our forefathers wrote the Constitu- 
tion, it couldn’t be possible that they had in their minds that 
that was going to be all right for all time to come, so they 
said, ““No, we will provide a manner and method of amend- 
ing,” and that is set forth in the document itself. And dur- 
ing our national life we amended it many times. 

We amended it once by mistake, and we corrected it. 

And what did we do? We took the amendment out. 
Fine! ‘That is the way we ought to do it. By recourse to the 
people. 

But we don’t want an administration that takes a shot 
at it in the dark and that ducks away from it and dodges 
away from it and tries to put something over in contradiction 
of it upon any theory that there is going to be a great public 
power in favor of it and it is possible that the United States 
Supreme Court may be intimidated into a friendly opinion 
with respect to it. 

But I found all during my public life that Almighty 
God built this country and He did not give us that kind of 
a Supreme Court. 

Now, this is pretty tough for me to have to go after 
my own party this way, but I submit that there is a limit 
to blind loyalty. 

As a young man in the Democratic party I witnessed 
the rise and fall of Bryan and Bryanism, and in the memory 
of Bryan, what he did to our party, I know how long it 
took to build it after he got finished with it. But let me 
say this, for the everlasting memory of Bryan and the men 
that followed him, that they had the energy and the courage 
and the honesty to put into the platform just what their 
leaders told them. 

They put the American people in the position of making 
an intelligent choice when they went to the polls. The 
fact of this whole thing is, 1 speak now not only of the 


executive but of the Legislature at the same time—that they 
promised one set of things. They repudiated that promise, 
and they launched off on a program of action totally dif- 
ferent. 

Well, in twenty-five years of experience I have known 
both parties to fail to carry out some of the planks of their 
platform, but this is the first time that I have known a 
party, upon such a huge scale, not only not to carry out the 
planks, but to do directly the opposite thing to what they 
promised. 

Now, suggestions—and I make these as a Democrat, 
acting for the success of my party, and I make them in good 
faith. Here are my suggestions: 


Number 1—I suggest for the members of my party on 
Capitol Hill here in Washington that they take their minds 
off the Tuesday that follows the first Monday in November. 


Just take your mind off it to the end that you may do 
the right thing and not the expedient thing. 


Yes, I suggest to them that they dig up the 1932 
platform from the grave that they buried it in and read it 
over and study it, read life into it and follow it in legislative 
and executive action to the end that they make good their 
promises to the American people when they put forth that 
platform and the candidate that stood upon it 100 per cent 
—in short, make good. 

Third, I would suggest that they stop compromising 
with the fundamental principles laid down by Jackson and 
Jefferson and Cleveland. 

Fourth, stop attacking all the forms of the structure 
of our government without recourse to the people them- 
selves, as provided in their own Constitution which really 
belongs to the people, and it does not belong to any admin- 
istration. 

Next, I suggest that they read their oath of office to 
support the Constitution of the United States and I ask 
them to remember that they took that oath with their hands 
on the holy Bible, thereby calling upon God Almighty him- 
self to witness their solemn promise. It is bad enough to 
disappoint us. 

Sixth, I suggest that from this moment on they re- 
solve to make the Constitution again the Civil Bible of the 
United States and to pay it the same civil respect and 
reverence that they would religiously pay the Holy Scripture, 
and I ask them to read from the Holy Scripture the para- 
graph of the prodigal son, and to follow his example (laugh- 
ter, cheers and applause), ‘‘Stop, stop wasting your substance 
in a foreign land and come back to your father’s house.” 


Now, in conclusion, let me give this solemn warning: 
There can be only one capital. Washington or Moscow. 

There can be only one atmosphere of government, the 
clear, pure, fresh air of free America, or the foul breath of 
communistic Russia. ‘There can be only one flag, the Stars 
and Stripes, or the flag of the godless Union of the Soviets. 


There can be only one national anthem, “The Star- 
Spangled Banner” or the Internationale.” 

There can be only one victor. If the Constitution wins, 
we win. 

But if the Constitution—stop, stop there—the Consti- 
tution can’t lose. 

The fact is, it has already won, but the news has not 
reached certain ears. 
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Jacob’s Voice 


REPLY TO ALFRED E. SMITH 
By JOSEPH T. ROBINSON, United States Senator from Arkansas. 
Broadcast from Washington, January 28, 1936 


I shall take for my text tonight Genesis, the Twenty- 
seventh Chapter, Verse 22: “The voice is Jacob’s 
voice but the hands are the hands of Esau.” 

Alfred E. Smith sought the Presidency in 1928, when 
a man who raised his voice on behalf of the great causes of 
social justice and democratic principles was regarded by the 
stock-ticker patriots with smug toleration or as a potential 
enemy of his country. 

Governor Smith in 1928 waged a clean and honorable 
campaign in behalf of common men and women, but he was 
swept down to defeat by greed and privilege hiding behind 
a murky and maladorous smoke screen. Greed supplied the 
thirty pieces of silver and passion brought about the base 
betrayal of fundamental American principles. 

Now we are on the threshold of another national cam- 
paign with the same two armies facing each other along the 
battle line. The preliminary skirmishing is under way, and 
what is our amazement to find Governor Smith enthroned 
in the camp of the enemy, warring like one of the Janizaries 
of old against his own people and against the men and women 
with whom he fought shoulder to shoulder in the past. 

A few nights ago there was held in the city of Washing- 
ton a banquet by the miscalled “American Liberty League,” 
and the main attraction on that occasion was none other than 
our old friend, the “Happy Warrior,” who won his spurs 
battling for the rights of the plain people. 

Let me read to you a description of that occasion from 
a Washington newspaper: 

“Jammed elbow to elbow, tailcoat to tailcoat, fluttery 
bouffant dress to sleek black velvet dress, the tables set so 
closely together in the main ballroom that the ushers in the 
Confederate gray mess coats and black pants scarcely could 
wiggle between the anti-New Dealers, Democrats and Re- 
publicans alike gathered to hear the magic, rasping voice 
of Alfred E. Smith belabor the present administration.” 

Another writer in the same paper described it as a bil- 
lion dollar audience that glanced up with eyes of worship and 
love at the new champion who had come amongst them. It 
was the swellest party ever given by the du Ponts. 

Yes, Governor Smith not only has changed sides in the 
great battle but his whole outlook seems to have undergone 
a transformation. He has forgotten apparently the issues 
upon which he ran for the Presidency. The brown derby has 
been discarded for the high hat; he has turned away from 
the East Side with those little shops and fish markets, and 
now his gaze rests fondly upon the gilded towers and palaces 
of Park Avenue. 

In the old days, Governor Smith was one of the most 
constructive and penetrating critics in American public life. 

But now what achange! His hour-long harangue before 


ADIES and Gentlemen of the Radio Audience: 


the miscalled Liberty League was barren and sterile, without 
a single constructive suggestion for meeting the great social 
and economic problems confronting this government. He laid 
down a six-point program in which he proposed somewhat 
childishly that the Democrats should forget about the elec- 
tion, resurrect the platform of 1932, cease compromising with 
fundamental principles, discontinue efforts to change the 
fundamental principles of government, remember oaths of 
office and regard the Constitution as a Bible. 

Not a specific proposal in the whole batch. Just a rehash 
of confusing and meaningless generalities. 

Why, the “Happy Warrior” even went further than 
that. He boldly asserted that our great offensive to overcome 
the depression and adjust the nation’s economic life had ac- 
complished nothing and brought us nowhere. Is that a seri- 
ous declaration or does it come under the heading of oratori- 
cal license? 

I challenge the accuracy of that assertion. Why, a table 
recently compiled shows that in the three years of the New 
Deal as compared to the last three years of the Old Deal 
unemployment has declined 30 per cent, cotton, wheat and 
corn have increased 100 per cent or more in value, industrial 
production has gone up 51 per cent, listed stocks have in- 
creased 134 per cent in value and listed bonds 22 per cent. 

The progress of our recovery is apparent to every man 
who looks about him, and the story of its onward rush fairly 
leaps at you every day from the pages of the daily press. 
Bear in mind that when the Roosevelt administration came 
into power hungry and abandoned men in the cities were 
searching the garbage pails for waste scraps and the American 
farmers were halting court foreclosures by physical force, 
which borders little short of revolution. And Governor 
Smith says there has been no progress! 

President Roosevelt had not been in the White House 
twenty-four hours before bankers and other big business men 
now grouped in the Liberty League appealed to him to “do 
something,” to “do anything,” to relieve the paralysis of 
business and to save them. 

The President and the Congress responded to their ap- 
peals, saved the banks, and in saving them also saved the in- 
surance companies; saved the railroads, the farms and the 
homes. No sooner had these suppliants been made secure 
than they began to complain of the very processes by which 
their fortunes had been preserved against bankruptcy. 

They did not, when they needed help, brand government 
aid to private enterprises as socialistic or communistic; nor 
did they complain of the government engaging in what is 
normally private enterprise. Now, being secure, they regard 
it as violative of sound principle to accord the same assistance 
to others which they themselves have enjoyed. 

So much for what the Roosevelt administration has ac- 
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complished. Now let’s look at Mr. Smith’s other criticism of 
the present Democratic administration. You recall that be- 
fore the Liberty Leaguers he started to read the Democratic 
platform of 1932, but for some strange reason he never fin- 
ished it. I wonder why. Was there something further along, 
condemning stock market manipulations, that he didn’t like 
to read before his wealthy friends? 

In any event, he charged that the New Deal was fos- 
tering and promoting class hatred; second, that it enacted 
an unconstitutional farm program and an unconstitutional 
NRA; third, that public money was being wasted; fourth, 
that Congress had abdicated its powers to the Executive ; and, 
fifth, in a flag-waving, soul-stirring crescendo he charged the 
New Deal with trying to undermine the Constitution and 
Supreme Court while it fastened a socialistic and communis- 
tic dictatorship upon this country. 

Let’s look at the record. Why, Governor Smith, from 
your own lips, with your own words, with you own match- 
less talent for illuminating the dark places of public discus- 
sion, I shall prove that you have advocated and championed 
every basic principle that has been written into law by the 
Roosevelt administration. 

In his speech on Saturday night Mr. Smith made the 
ugly charge that the New Deal is fomenting class hatred. 
Let me read you what he said when he was addressing the 
Alumni Association of Harvard University on June 22, 1933: 

“T remember when we first spoke about the Workmen’s 
Compensation Act the Court of Appeals of our own State set 
aside the first enactment as being contrary to the Constitution. 
I remember when we enacted the Child Welfare Act it was 
referred to as paternalism and as socialism. 

“Our whole democracy at that time seemed to be de- 
voted to the part that constitutional law and statute law was 
intended only for the protection of property and of money, 
and the human element did not seem to enter into it. 

“The same has to do with the factory code; the same 
has to do with the provision for modern, up-to-date housing 
for our small-income group; the same has to do with the de- 
velopment of State-owned water power and the ownership 
by the State of the power at the site. Twenty years ago 
those were regarded as socialistic. I was referred to many 
times by my political opponents as a Socialist. But, in the 
light of our present-day legislation, Mr. President, I claim I 
am one of the ultra-conservatives. 

“We have nothing to fear in this country from a dic- 
tatorship. There can be nothing of that kind in this coun- 
try. It cannot live here. We are not organized to carry 
it on. We have no desire for it. Great as may be the grant 
of temporary power in an emergenty that Congress may by 
Congressional enactment put into the hands of a President, 
the thing we have to fear in this country, to my way of think- 
ing, is the influence of the organized minorities, because 
somehow or other the great majority does not seem to or- 
ganize.”” 

Yes, those were Mr. Smith’s own words. Somehow I 
think there must be two Al Smiths. One is the happy, care- 
free fellow behind whom we marched and shouted in 1928, 
proud of his principles and eager to place him in the White 
House. Now we have this other Al Smith, this grim-visaged 
fellow in the high hat and tails, who warns us that we are 
going straight to Moscow. 

If I recall correctly, he came before the Senate Finance 


Committee in 1933 and urged us to recognize Soviet Russia 
and give it a five-year moratorium on debt payments. 

Throughout his 1928 campaign Governor Smith ham- 
mered at the power trust, denounced greed and special privi- 
lege, and faithfully promised the people that if he were 
elected he would establish a new order of things and bring 
about what he called a “more equal distribution of pros- 
perity.” Now he talks about stirring up class hatred, but 
what he said then sounded a great deal more like “share the 
wealth” than it does like the comparatively mild statements 
of President Roosevelt. 

I pass on to his next accusation. He charged the New 
Deal with fostering an unconstitutional farm-relief program. 
He forgets that in 1928 he advocated the principles of the 
McNary-Haugen bill, which in many respects was far more 
drastic in its use of the taxing power than the AAA ever 
was. That’s just a case of second guessing. Let me quote 
you from his Jefferson Day speech on April 13, 1932. He 
said: 

“It is a perfectly easy thing to say we must restore the 
purchasing power of the farmer. Fine! Of course we must. 
But how are we going to do it? I would sooner have a short 
shake hands with the fellow that knows how to do it than 
listen for a week to the fellow who knows how to tell you 
what the trouble is.” 

Well, Governor Smith, you should have stepped out of 
that Belshazzar feast and taken a walk to the White House 
to shake the hand of the man who raised the purchasing price 
of the farmers more than $2,000,000,000 in one year. 

In his speech on Saturday night Mr. Smith denounced 
the NRA as a giant octopus that entangled itself around all 
business, big and small, and tried to smother it to death. 
Another second guess. He made a radio speech on August 22, 
1933, in which he called attention to the fact that NRA was 
largely voluntary and he added: 

“The slightest reflection on these facts should dispose 
of the claim, from whatever source it came, that the National 
Industrial Recovery -Act shakes the firm foundations of our 
Constitution, or marks revolution in our government and 
in the conduct of our everyday life. 

“Let us see whether, by shorter hours, higher wages and 
increased employment we can avoid the dole, called home re- 
lief, and the disguised dole popularly known as relief work, 
the evil consequences of which we all know. It is infinitely 
better to pay the bill by the methods proposed in the Na- 
tional Industrial Recovery Act than to pay it in the form of 
public or private charitable relief.” 

These words from Governor Smith constitute an en- 
dorsement of the act which he so bitterly condemned last 
Saturday night. 

The next charge was that public money was being 
wasted and that the party had failed to fulfill its pledge 
of a 25 per cent reduction in government expenditures. He 
neglected entirely to state that no President ever could have 
refused the call of suffering humanity that existed during 
the crisis of 1933. He knows very well that any Chief 
Executive too cowardly to use the national credit to save 
human life would have been consumed in the burning hatred 
of his own people. 

I’ll go further than that. Governor Smith himself was 
urging appropriations for public relief at the very time that 
platform plank about which he boasts so loudly was being 
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drafted. He made speech after speech urging a public bond 
issue to provide employment. He appeared before a com- 
mittee of Congress for that purpose. Here is what he said 
at the Jackson Day dinner in Washington on Jan. 8, 1932: 

“Now, if it is all right, to put the credit of the gov- 
ernment behind business, let the credit of the government 
be used to keep the wolf of hunger away from the doormat 
of millions of people.” 

In that same speech Mr. Smith declared that the con- 
duct of the Hoover administration was “indefensible” because 
States, cities and private charities were out of funds and 
unable to cope with the relief situation. He forgot to men- 
tion that speech to his Liberty League friends at the Bel- 
shazzar feast last Saturday night. Once again he was 
second-guessing. 

Let’s pass on to his fourth charge that Congress has 
abdicated its legislative powers and, as he said, the country 
is now run by bureaucrats. Why, what Congress did is 
the very thing he advocated. In that Jackson Day speech 
from which I just quoted Smith said: 

“T would therefore suggest that Congress empower the 
President of the United States to appoint a Federal Ad- 
ministrator of Public Works and put the President in such 
a position as he can clothe him with plenary power to cut, 
slash, dig into and run through all the red tape and through 
all the statutory restrictions that are placed upon the gov- 
ernment in the progress of public works. 

“In other words, invoke the tactics of war, instead of 
dotting all the i’s and crossing the t’s and going through all 
the cumbersome labor of the peacetime performance when it 
comes to public works construction.” 

Oh my dear Governor Smith, what a short memory 
you have! Your charge that the Roosevelt administration is 
fostering socialism and communism is so ridiculous it’s actu- 
ally funny. Honestly, Governor, I think you’ve been seeing 
things under the bed, you know, those Communist spies 
that our good friend Ham Fish is always talking about. 
Where have I heard that charge of socialism and com- 
munism before? Oh, now I recall, that’s the identical charge 
that Herbert Hoover made against you in 1928. 

Remember, Governor, after you fearlessly advocated the 
public ownership, public control and public development of 
water-power sites. Poor Herbert whimpered that it was 
State Socialism because he lacked any adequate or states- 
manlike reply to the position you took. 

And how you nailed poor Herbert on that one. You 
reminded him that the same old cry had been raised against 
Theodore Roosevelt, Charles Evans Hughes, Woodrow 
Wilson and every other public servant who ever attempted 
to perform a public duty on behalf of the whole people. 
Very properly you said that silly charges of that kind did 
more to promote socialism in this country than any other 
cause. Let me quote just two short paragraphs from the 
Boston speech of yours on Oct. 24, 1928. You said: 

“The cry of socialism has been patented by the power- 
ful interests that desire to put a damper on progressive 
legislation. 

“Failing to meet the arguments fairly and squarely, 
special interest falls back on the old stock argument of so- 
cialism. The people of New York State are tired of the 
stock argument, have discovered that it means nothing, that 
it is simply subterfuge and camouflage, and I am satisfied 





that the people of the nation in their wisdom will so appraise 
it.” 

Yes, Governor Smith, you very properly reminded Mr. 
Hoover that under his definition even Charles Evans Hughes, 
the present Chief Justice of the United States, was a 
Socialist. 

Now, then, Governor Smith, I wish to comment on one 
more portion of your speech. You quoted from President 
Roosevelt’s message to Congress and then by straining and 
distorting his meaning you charged the President with say- 
ing: “If you are going to have an autocrat, take me; be 
very careful about the other fellow.” 

Now the Chief Executive never said that and he never 
hinted at any such things. That looks just like a little bit 
like a blow below the belt. Now suppose I read the record 
on you, not what some one else said, but what you yourself 
said. I am now going to read you verbatim a news dis- 
patch which appeared in the usually reliable New York 
Times, in the issue of Feb. 8, 1933, just before Mr. Roose- 
velt entered the White House. I quote: 

“Former Governor Alfred E. Smith told 400 guests 
at a dinner of the Catholic Conference on Industrial Prob- 
lems at the Hotel Astor last night that the nation needs 
a director of public works with power to cut through red 
tape if appropriations of public funds are to count in the war 
against the depression. 

“The former Governor asserted that the economic crisis 
had caused more domestic damage than participation by the 
United States in the World War, and he declared it must be 
fought as a democracy traditionally fights, by arrogating to 
itself the powers of ‘a tyrant, a despot or a monarch.’ 

“Let us look back a few years to 1917 and 1918,’ Mr. 
Smith proposed. “What did we do then? Why, we took 
the Constitution, wrapped it up and put it on the shelf 
and forgot it until it was over.’ ”’ 

Just think of that! Alfred E. Smith proposed in 1933 
that we wrap up the Constitution and put it on the shelf 
until the depression was defeated, and then coming down 
here in 1936 to lecture Democratic leaders on constitutional 
government! 

Now let me say something about the Constitution. In 
the whole United States there is not a single individual who 
can honestly and truthfully charge Franklin D. Roosevelt 
with advocating the suppression of freedom of speech, free- 
dom of the press, freedom of assemblage, freedom of wor- 
ship, or any of those other basic rights guaranteed us in the 
immortal Bill of Rights. 

The idea that Governor Smith wished to convey in 1933 
is the idea we all had—namely, that in a time of stress and 
torment, when every moment demanded action, to preserve 
human life and prevent human suffering, it was imperative 
to cease wasteful quibbling. He meant the time had passed 
for legal hair-splitting and pompous phraseology. 

Governor Smith meant he was tired of boresome, self- 
styled constitutional authorities like James M. Beck, the 
chief justice of the “Liberty League,” who has appeared 


ten times before the Supreme Court on constitutional ques- , 


tions and been turned down eight times. 

History will show, and the record now will show, that 
President Roosevelt has never advocated the adoption of a 
single measure designed to curb in any way the just liberties 
of any man. 
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Of course President Roosevelt was unable to say defi- 
nitely and finally in the great emergency of 1933 just where 
State power ended and Federal power began. Of course 
Congress was unable to say flatly and finally that the mea- 
sures adopted would come within the framework of the 
Constitution as interpreted by the Supreme Court. Who 
could say conclusively the AAA was constitutional or un- 
constitutional? Why, even the court itself differed on that 
issue and three of its keenest members gave their unqualified 
opinion that it was constitutional. 

We anticipate unprincipled men, engaged only in pro- 
moting their own interests, to join the hypocritical and 
pharisaical chorus, to join the hue and cry of those who 
falsely accuse the President of the United States of trying 
to undermine the organic law of this country. But we don’t 
expect it from high-minded individuals who know better, 
from men who themselves have advocated far more drastic 
policies and programs than Mr. Roosevelt has pursued. If 
you condemn the President, Governor Smith, you condemn 
yourself one hundredfold. 

The list of directors and officers of the American Lib- 
erty League reads like a roll-call of the men who have de- 
spoiled the oil, coal and water-power resources of this coun- 
try. With notable exceptions they were lined up against 
you in 1928, supplying the money with which Herbert 
Hoover went about the country denouncing you as a Com- 
munist and a Socialist. 

It was strange to see you in such company, Governor 
Smith. Over here marches the same army with whom you 


- fought for social justice for a quarter of a century—Senator 


Wagner, Franklin Roosevelt, Miss Perkins, Senator Norris 
and those other comrades of your earlier and better days. 


The glamour of your presence and the brilliance of 
your personality so completely dominated that gathering on 
last Saturday night that in the half-shadows were concealed 
the lurking figures of men who fought for twenty-five years 
against the principles of government you formerly advo- 


cated. Within a few feet of tne table at Which you sat 
were members of the power trust, some of whom you de- 
nounced by name in 1928. 

I’m sure Mr. Hoover was with you in spirit, his cheru- 
bic face agleam and his chubby hands applauding ecstati- 
cally as you repeated against Mr. Roosevelt the very speech 
which he himself delivered against you in 1928. 

Yes, Governor Smith, it was as difficult to conceive 
you at that Liberty League banquet as it would be to imagine 
George Washington waving a cheery good-bye to the ragged 
and bleeding band at Valley Forge while he rode forth to 
dine in sumptuous luxury with smug and sanctimonious 
Tories in near-by Philadelphia. 

Perhaps in the heat of battle sometimes our command- 
ing officer, President Roosevelt, has employed the wrong 
tactics. Perhaps there has been confusion and loss of en- 
ergy. Those things always happen when human beings at- 
tempt mass operations in hurried formation under the 
pressure of adverse fate. But those things never yet have 
justified a change of allegiance in the face of the enemy. 

It rests with no soldier who approaches the battlefield 
under the flag of his leader to retire while the war continues. 
Above all things, he must never go over to the enemy. 

Yes, I agree with you, Governor Smith, that the Demo- 
cratic party belongs to no individual and no group. It 
cannot be purchased by the American Liberty League. The 
financial angels of the league will discover they cannot buy 
a monopoly over the name of freedom in the same way they 
have purchased monopolies over oil, coal and waterpower. 

Governor Smith, I’ve read you the record. You ap- 
proved NRA, you approved farm relief, you urged Federal 
spending and public works, you urged Congress to cut red 
tape and confer power on the Executive, you urged autocratic 
power for the President and you exposed with merciless 
logic the false cry of communism and socialism. The New 
Deal was the platform of the “Happy Warrior.” 

The policies of the Liberty League have become the 
platform of the unhappy warrior. 


Social Security 


FEDERAL AND STATE 
First SpeciAL MeEssAGE TO New JERSEY LEGISLATURE 


By HAROLD G. HOFFMAN, Governor of New Jersey. 
January 20, 1936. 


briefly the subject of Social Security. Since then the 

New Jersey Social Security Commission, which has been 
studying this subject for the past six months, has made its 
report to you and has made a copy thereof available to me. 

I have carefully examined this material. The great 
importance of this subject, the lives of all of our citizens, 
and the complexity of the whole matter warrant, I feel, 
your most thorough and painstaking consideration. 

No individual charged with responsibility for public 
welfare can lightly pass over or ignore the widespread 
unemployment and suffering which periodic depressions 
have caused. No individual or person charged with re- 


I my message to you on January 14th I mentioned 


sponsibility for public welfare can fail to be sympathetic 
with legislation designed to mitigate and prevent this suf- 
fering. ‘The subject is one of such profound importance 
to the general public, to employers and to the workers 
themselves that he who would make of it a subject for 
partisan, political maneuvers or political criticism would 
be remiss in his conception of his public obligations. Men 
of varying political faiths must, if they be faithful to the 
offices which they hold, view this matter without regard to 
mere political success. Nor can it be viewed in the light 
of the selfish interest of any particular group within our 
State. The general public interest is the only factor which 


should influence our action. To say that because one group 








Harold G. Hoffman 





291 





demands is sufficient reason for granting, or because an- 
other group opposes, is sufficient reason for refusal, is to 
repudiate the basic principle of our peculiar type of demo- 
cratic representative government. 

The attainment of security for our citizens appeals to 
the social responsibility of every man and woman. To 
provide insurance against old age and unemployment is 
something which cannot fail to arouse our best and finest 
emotions. 

What action, if any, under the present Federal Social 
Security Act, shall we take at this time? This is the major 
specific program confronting us. 

The answer to this question must be found by a rational 
analysis of facts and experiences which will throw light on 
the extent to which our co-operation under the Federal 
statute may be helpful or injurious to the workers, employ- 
ers, taxpayers, and the general consuming public of the 
State of New Jersey. 


‘In approaching the problem we must distinguish be- 
tween those things which make it possible for men to attain 
real security and those things which in the light of reason 
provide not only a fictitious security, but prevent the reali- 
zation of the very thing which is sought to be attained. 

It has been stated that we should immediately join in 
this experiment of social security, in its entirety, as defined 
by the Federal statute. With this I do not concur. 


It is one thing for an individual to experiment in a 
laboratory. If he makes a serious mistake and an explosion 
is the result he is the only one injured. For a government 
to experiment with millions of human lives is quite a dif- 
ferent thing, for if it makes a serious mistake the penalty is 
paid, not by one, but by millions. It is our public respon- 
sibility, therefore, to be as certain as possible of the ulti- 
mate results of any experiment to which we, acting for the 
State of New Jersey, may become a party. 

With these thoughts in mind, permit me to give you my 
analysis of the specific major problem confronting us and 
my recommendations with respect to future action. 

Generally speaking, the federal statute is divisible into 
three parts, the first part having to do with grant-in-aid to 
the States for the care of the aged, children, blind and the 
general health problem. 

The fundamental principle upon which these grants-in- 
aid rest is that of receiving from the federal government a 
sum of money called a gratuity, in consideration for which 
an additional sum is raised and expended by the State. 
This has been termed the “matching” system. It began to 
make its appearance in federal legislation some twenty years 
ago. States through this system have been induced into 
heavy expenditures and additional debt. Therefore, to meet 
the service of the additional debt structure and increased 
expenditures of the States, it has become necessary to increase 
substantially the taxes of the respective States. 

No one can charge the State of New Jersey with neglect 
in its social responsibility. It is estimated that this year 
New Jersey between State and county will expend for this 
purpose approximately nine millions of dollars. Exclusive 
of its highway budget, which is financed out of gasoline 
taxes and license fees, more than twenty-five per cent of the 
State’s total budget is now expended upon these deserving 
social objects. 


In respect to the grants-in-aid provided under the 
federal statute, we must not be unduly influenced by our 
temporary emotions. It is our first duty under existing cir- 
cumstances to create those conditions under which people 
without jobs, earnestly desiring them, may find remunerative 
employment in production. Increasing costs of government 
and increasing taxes tend to retard that which we all seek 
to accomplish. 


We have in the United States a peculiar type of govern- 
ment—a government unique in modern history. It provides 
for a distinct and definite separation of powers between 
federal and State governments, and within both the federal 
and State governments, the executive, legislative and ju- 
dicial powers are segregated. 


Although some may attempt to ridicule this theory of 
government it is one of the basic reasons for the extraordi- 
nary development and progress of this country. It is that 
which makes our system unique among modern nations. 
A former governor of this State, Woodrow Wilson, con- 
ceded this division of power to be one of the reasons for our 
peculiar vigor and vitality. 


It is argued that division of powers cannot long continue 
whenever States become the beneficiaries of federal grants, 
for whatever is given, is given with the power of coercion 
attached; local authority must be subordinated in exchange 
for whatever is received. This principal is demonstrated 
by the provisions of the specific federal statute now under 
consideration. It expressly provides that as a condition 
precedent to the grant, the federal government retains the 
right to supervise local administration and even to establish 
standards. Quite irrespective of the extent to which this 
may lead to a federal bureaucracy—which is not directly 
our local problem, it seems clear to me that if the State of 
New Jersey accept the grants provided for under the act, 
it must, in consideration therefor, accept federal supervision. 


The New Jersey Social Security Commission has fully 
reviewed the subjects of old age assistance, aid to depend- 
ent and crippled children, public health, maternal and child 
welfare, and aid to the blind, in its report and has made 
certain recommendations for changes in our law, which, if 
made, would bring our laws into sufficient conformity with 
that portion of the federal statute dealing therewith as to 
result in the anticipated State grants from the federal gov- 
ernment. The Legislature must consider the cost of this 
program to the State and whether or not it wishes to con- 
form to these federal requirements. 

The second division of the act deals with old age in- 
surance. 

Evidence indicates that old age is insurable, and that an 
actuarial basis for premiums can be determined with certain 
specific groups of employers and employees exempted. The 
federal statute imposes taxes on employer payrolls in increas- 
ing from one per cent in 1937 to three per cent in 1949, 
and correspondingly increasing from one to three per cent on 
the pay of all employees. These funds are to be deposited 
in the Treasury of the United States under the supervision 
of the Secretary of the Treasury for investment exclusively 
by him. In like manner, the act provides for a similar dis- 
position of funds in the unemployment insurance account. 


Payments are to be made from the fund subject to cer- 
tain specified conditions to all those who have attained the 
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age of sixty-five years or more, in accordance with the fol- 
lowing schedule: 


If total wages paid beneficiary, with respect 
to employment after December 31, 1936, and 
before attainment of age of 65 years were 
not more than $3,000 __ ae ee 


Amount 


Monthly rate of 
Y% of 1% of 
such ‘total 
wages. 

Monthly rate 
equal to the 
sum of: 

Y% of 1% of 

$3,000; plus 1/12 

of 1% of amount 

by which such 

total wages ex- 
ceeded $3,000 and 
did not exceed 
$45,000; plus 
1/24 of 1% of 
amount by which 
such total wages 
exceed $45,000. 

In no case shall the monthly rate computed under these provisions 

exceed $85. ] : ; ' 
Under this schedule there is no equitable relationship 


between the earnings of a man and the benefits to be re- 
ceived under the act. ‘The worker who, by reason of his 
industry and his ability, has been able to earn throughout 
his life more than another, is to give up a part of what he 
earns for the benefit of the less industrious, less able person. 

This is not consistent with the system which rests upon 
awards to individual ability. The State of New Jersey and 
the people of the State of New Jersey always have and 
always will care for their infirm and their aged, but I do 
not approve any legislation which penalizes the efficient 
working man for the benefit of the inefficient. 

Nor do I deem it fair and just that the farmer and the 
workers who are excluded from participation in these bene- 
fits under the act, and who comprise approximately 60% 
of the workers of New Jersey, should be compelled to pay 
the additional cost of products which is bound to result 
through this legislation. 

The third division of the act deals with unemployment 
compensation. 

Serious doubts are entertained as to the constitutionality 
of this title as to both the Federal and State Constitutions. 
1 am not one of those who believes that we should blindly 
enact legislation disregarding “serious doubts” as to its 
constitutionality. 

But the constitutional question is not the only one 
to which we should give our attention. The funds are to 
be raised by imposing a payroll tax increasing from 1 per 
cent in 1936 to 3 per cent in 1939 on all employers except 
certain groups who have in their employ 8 or more persons. 
Many have called this a sales tax. It is more than that. It 
is a general cumulative tax with the rate of taxation vary- 
ing in direct proportion to the cost of labor in the produc- 
tion of any given commodity. It is imposed on every process 
of production from the raw material through to the finished 
article. It is, therefore, a pyramiding tax. No one can say 
what this may do to costs or prices. 

Are the funds raised by these various taxes secure? Is 
there any assurance, under the Federal statute, that they 
will be available when needed for benefit payments? Can 
unemployment insurance be predicated upon an actuarial 
basis? 

Unemployment occurs for many different reasons. It 


If such total wages were more than $3,000 


may arise in one locality as a temporary phenomenon be- 
cause of an exodus of industries—the movement of indus- 
try to another area. It may arise temporarily because of 
a change in the technique of a given industry. It may arise 
because of a general recession in industrial activity; and vary 
in direct proportion to the intensity of the depression. These 
causes are almost wholly unpredictable, both as to time of 
occurrence, duration, and, what is more important, as to 
the number of workers affected. Yet these are precisely the 
factors which must be predictable under the provisions of 
the Federal Social Security Act. 

In Germany, where unemployment insurance has long 
been in existence, the most carefully prepared actuarial esti- 
mates were proved to be wholly fallacious, and the reserves 
for unemployment demonstrated to be entirely inadequate. 
The fund became bankrupt and the government was com- 
pelled to resort to direct relief from current appropriations. 
In England too, this identical result was experienced. The 
unemployment insurance fund became bankrupt during the 
depression and was compelled to borrow from the Treasury 
some $500,000,000 a year. In addition, relief expenditures 
were made from current appropriations. Consequently, it 
is safe to assert that there can be no actuarial basis on which 
unemployment reserves can be accumulated—if in fact they 
can be accumulated at all. 

Unemployment, when it occurs, is not uniform through- 
out industry. It is a well-established fact that certain in- 
dustries, because of their peculiar relationship to our entire 
economy, are more susceptible to fluctuations than are others. 
In some industries employment remains relatively constant, 
while in others employment varies within wide limits. More- 
over, within a given industry it is a commonly accepted 
fact that certain plants, because of greater efficiency, 
more advantageous geographical location, or bécause of some 
other factor, maintain a steadier rate of employment than 
do other plants. 

All of this, superimposed upon an alleged reserve to be 
accumulated on the basis of completely unpredictable facts, 
means in plain language that unless some plan similar to 
the Wisconsin plan be adopted the unemployed of certain 
industries and plants will absorb all of whatever reserves, 
if any may have been set aside. Then as unemployment 
progresses to other plants and industries, there will be no 
reserves with which additional so-called insufance may be 
paid. Thereafter, relief expenditures must be made from 
current appropriations. 

Thus the act does not provide insurance. To call it in- 
surance is to misname it. What the act really provides for 
is only a system of reserves to act as a first line of defense 
against unemployment. 

Another serious objection to the Federal Security Act 
must be considered. It adds another rigid element of cost 
to our entire economy and provides for payments or bene- 
fits fixed by the States. Any system which provides ill-con- 
sidered remuneration for idleness will tend to perpetuate 
unemployment since the benefit payments are fixed in ad- 
vance of actual payments and consequently without con- 
sideration for either local conditions or the circumstances 
of the times. It may act to prevent the movement of the 
unemployed from the locality where there exists no employ- 
ment to another area where employment may be obtained. 

If the analysis so far does not give us sufficient reasons 
for hesitating at this time to enact immediate legislation to 
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conform with the Federal Statute relating to unemployment 
there remains another forceful question from the point of 
view of those benefited. Will the unemployment reserves, 
and the old age insurance fund, be available for the payment 
of either unemployment direct relief when they are required, 
or old age payments when they become due? Ninety per 
cent of the revenues derived from the tax are deposited in 
the Federal Treasury to the account of the respective States. 
Ten per cent is reserved for the payment of the cost of ad- 
ministration. It is expected that there will be accummu- 
lated in the Treasury of the United States a huge fund de- 
rived from the taxes for old age and unemployment 
compensation. Its magnitude has been variously estimated. 
From taxes levied for the purpose of providing the old age 
insurance reserves alone, it is estimated that by 1950 the 
fund will amount to more than fourteen, and by 1980 more 
than forty-five billion dollars with the unemployment re- 
serve augmenting this amount. 

The Statute authorizes the Secretary of the Treasury to 
invest the funds in United States Government bonds, or 
bonds guaranteed both as to principal and interest by the 
United States Government, or in a special non-negotiable 
type of Treasury obligation. In view of the activities of 
the present Administration in various industrial enterprises 
competitive with private operations, we are amply justified 
in suspecting that this procedure required under the Federal 
Statute offers a convenient method for obtaining surrep- 
titiously from the people themselves the necessary funds for 
an increased socialization of industry. If this is not one of 
the purposes of the Act, at least the fund offers a most con- 
venient mechanism for the purpose of financing government 
deficits. In effect, if it be used for this purpose, it may be 
termed a “forced loan.”’ If it is to be used for either of these 
purposes, then in the event of a demand on the fund, 
bonds must be sold either by the fund to the public or com- 
mercial banks or to the central bank to provide the funds 
to meet the withdrawals from the old age insurance reserves 
or unemployment reserves. With a public debt of the pres- 
ent magnitude and the Federal budget so far out of balance 
there are no prospects of its being brought into balance, it 
seems probable that such bonds could not be sold at a price 
on which the entire investment might be realized, unless, 
of course, the Administration prints money or its equivalent. 
But in this event the fund eventually would suffer through 
depreciation of the value of the bonds in which it has been 
invested. 

Even though the Federal Budget were brought into 
balance, there would probably still be a substantial loss to 
the fund. Government bonds are now selling at prices 
which seem artificially high. Should the budget be brought 
into balance, recovery commence, and money rates begin to 
rise, government bonds would begin to depreciate. We 
have but to recollect that this is exactly what happened to 
government bonds after the termination of the War to 
recognize that the same thing may happen again. That 
portion of the savings of the people of New Jersey may 
become either partially or wholly wiped out. 

Because it is immaterial to the subject matter of this 
message, I do not dwell upon the extent to which the self- 
same people of New Jersey whose savings are imperiled 
under the Federal Statute may be additionally injured by 
an inflationary rise in prices. 

Since enactment of legislation to conform with certain 
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provisions of the Federal Statute is, as I see it, neither in 
the interests of the consumer nor in the interests of the 
beneficiaries themselves, I recommend that the Legislature 
of the State of New Jersey take no action at this time to 
conform to Title Number IX of the Federal Act. In mak- 
ing this recommendation, I do not mean to infer that I am 
opposed to measures which are carefully considered, well 
formulated and have as their objective the mitigation of the 
suffering caused by unemployment. I am convinced that 
this is attainable under our system of government. But, 
I insist that immediate action based upon this title of the 
Federal Statute would be unwarranted. 

It has been urged that if we fail to act under the Fed- 
eral Statute, insofar as unemployment insurance is concerned, 
the taxes levied under that Statute will, in effect, be con- 
fiscated by the central government, and that, to attain some 
benefit at least from the revenues provided by the people of 
the State of New Jersey, we must enact conforming legisla- 
tion. 

By way of answer permit me to recommend to the Leg- 
islature that it memorialize the Congress of the United 
States to return to the taxpayers of the State of New 
Jersey sums collected under the Federal Act. And, may 
I say further that, should Congress fail to act, the State 
of New Jersey should take legal action to require the 
Federal Government to return to the taxpayers of the 
State of New Jersey the taxes which I am competently ad- 
vised will be unconstitutionally levied and collected. 

I do not want to be understood, and I am sure the 
Commission does not wish to have its report interpreted 
as being in opposition to wise measures carefully considered, 
maturely studied, for the purpose of making our society 
a more secure place in which to live. 

I point out to you that there are many different kinds 
of unemployment insurance and that the subject is of pro- 
found importance to us all. Due to its importance we 
should take the necessary time to make a complete, ade- 
quate investigation of the appropriate procedure by which 
it may be realized. In setting up any sort of reserve, whether 
for old age or for unemployment, it has been demonstrated 
by experience everywhere, that the control of the reserve be 
removed as far as possible from political manipulation. 

It is important that the so-called unemployment com- 
pensation be adapted as closely as is possible to the peculiar 
conditions existing in our State. It is important, too, that 
the fundamental principles upon which this type of legis- 
lation must rest should promote industrial stability and 
justly safeguard the interests of the working man. 

In concluding this special message may I pay tribute to 
members of the Social Security Commission who, under 
the chairmanship of Mr. Harry L. Derby of Montclair, 
have devoted a generous amount of time to a study of 
these problems. This Commission has functioned for over 
six months and has made an excellent comprehensive re- 
port upon this subject. This work has been carried on at 
practically no cost to the State of New Jersey and is a fine 
example of the type of work that may be accomplished by 
Legislators and high-minded citizens when they are de- 
termined to bring about the solution of our major problems. 

I recommend that adequate legislation be enacted to 
enable this Commission to continue its work, making a 
complete, thorough and adequate investigation of this im- 
portant subject. 
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Inflation? 


AFTER THE BONUS 
By IRVING FISHER, Professor Emeritus of Econemics, Yale University. 
At the Alexander Forum Foundation, Waldorf Astoria Hotel, New York City, January 26, 1936. 


has, of course, strengthened the fear of inflation. 

For three years now there has been talk of coming 

inflation dramatized as a big bad wolf which had never 

before, in this generation, visited America. One well known 

writer even predicted that before 1933 was out, the dollar 
would become worthless. 

Hitherto I have held aloof from those who, during the 

last three years, have been trying to raise a scare over the 


M \ HE passage of the bonus bill over the President’s veto 


supposed impending evil of inflation. 


I have held aloof for two principal reasons. One reason 
was lest so premature a warning might discredit those who 
gave the warning as persons who for a long time cry “wolf, 
wolf” when there is no wolf and later, when the real wolf 
arrives, will not be listened to. 

The other reason was lest so indiscriminate a condemna- 
tion of inflation, always dramatized as a big bad wolf, should 
deprive us of that degree of it, called re-flation, which is 
beneficial and has been sorely needed to pull us out of the 
depression, 

I believe the facts of the last three years have justified 
my attitude. The cry of inflation has been both premature 
and indiscriminate. It has done much more harm than good. 
It has created fear where otherwise there would have been 
hope. It has obstructed, confused and paralyzed the refla- 
tionary efforts of the Roosevelt administration which were 
at first so effective, and has allowed these to be largely re- 
placed by a policy of restriction on production, which has 
proved to be unconstitutional as well as injurious eco- 
nomically. 

It seems that our national thinking on inflation, instead 
of becoming clarified, has become “confusion worse con- 
founded.” 

What is inflation? Those who want a full answer are 
referred to my book “Inflation?” Suffice it here to say that 
there is undoubted inflation of the circulating medium when 
its circulation is increasing faster than the volume of trade 
increases, and that this inflation of the circulation will cause 
an inflation of the price level. From this brief definition it 
will be seen that inflation is twofold, one inflation being 
the cause of the other. Monetary inflation causes price 
inflation. 

The best, that is the worst, example of inflation in the 
memory of this generation of Americans was the inflation 
beginning in 1897 and ending in 1920. “Inflation the cause” 
comprised (1) gold inflation, beginning with the developing 
gold mines in Cripple Creek, the Yukon and the Transvaal, 
and ending with the war-imports of gold from Europe; and 
(2) credit inflation, or the inflation of our check-book bal- 
ances beginning with the Federal Reserve Act and ending 
with the war-time stretching of that Act. 

“Inflaction the effect’”’ comprised an almost continuous 
rise of prices—wholesale, retail, cost of living, and stock- 





market prices—from 1896 to May 1920. Wholesale com- 
modity prices rose from 66 to 244, that is nearly fourfold. 
In other words, the business man’s dollar, its value in whole- 
sale trade, had in 1920 shrunk almost to one-fourth of what 
it had been in 1896. That is what a great inflation means— 
a shrinkage in the value of the dollar because dollars became 
so plentiful. 

But we Americans have only had the merest taste of 
inflation. The star example is Germany. She put into circu- 
lation so many marks that prices rose a trillion-fold which 
means that the mark fell to one-trillionth of its pre-war 
value. One German professor who had his small fortune 
invested in “safe” German bonds and who had expected to 
live on the interest found in the end, his whole fortune, the 
principal itself, would not buy a postage stamp. Probably 
inflation did more harm economically to Germany than the 
war—except that, of course, the inflation itself was largely 
due to the war. 

There cannot be any doubt that inflation, when great 
or prolonged, is a horrible evil. 

Likewise deflation is a horrible evil. Deflation is the 
opposite of inflation. The best, that is the worst, example 
of deflation was the deflation beginning in 1929 and ending 
in 1933. 

“Deflation the cause” consisted chiefly in the destruction 
of bank credit by which our check-book balances shrank by 
8 billions, or over a third. 

“Deflation the effect” consisted in the fall of prices, first 
on the stock market, then in the wholesale commodity 
market, and then in retail trade and real estate. Wholesale 
prices were nearly cut in two. ‘That is, the value of the 
business man’s dollar was nearly doubled. 

But inflation and deflation are evils when starting from 
a previous period of fairly stable prices to which business 
and contracts had become adjusted. 

But when, as in 1920, there had previously been infla- 
tion, some corrective deflation is not harmful but is benefi- 
cial; and when, as in 1933, there had previously been 
deflation, some corrective inflation is not harmful but is 
beneficial. Such corrective deflation or corrective inflation 
is called reflation. In 1920 the reflation needed was down- 
ward, that is, a contraction of the circulating medium and a 
consequent reduction in the price level. In 1933, on the 
other hand, the reflation needed was upward, that is an ex- 
pansion of the circulating medium and a consequent rise in 
prices. , 

It is a poor rule that doesn’t work both ways. In 1920 
it was the creditor who was suffering and needed reflation 
downward as a matter of social justice. In 1933 it was the 
debtor who was suffering and needed reflation upward as a 
matter of social justice. 

I take some pride in pointing out that in 1920 I advo- 
cated a downward reflation, and in 1933 I advocated an 
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upward reflation. Anyone who does not favor both cor- 
rective reflations lays himself open to the charge of favoring 
some special class. 

But I know a man who agreed with me in 1920 in 
favoring reflation downward, but strenuously disagreed with 
me in 1933. This man is a distinguished economist, often 
called a “money doctor,” because, with the cooperation of 
bankers he has established the gold standards and central 
banks in many countries. This money doctor reminds me 
of a medical doctor whose specialty was obesity. He could 
cure and prevent inflation of body fat. But when an 
emaciated consumptive came to his office for advice as to 
how he could regain his lost weight, all the specialist could 
do was to read his emaciated patient a lecture on how to 
avoid obesity! 

In 1933 the body politic was badly emaciated, having 
lost 8 billions of check-book money and having suffered from 
a fall of prices of nearly fifty percent. What was needed 
first was to recoup these losses. 

But beyond a certain point reflation passes into harmful 
inflation or deflation. 

What is that point? Roughly it is the level at which 
on the average, outstanding debts were contracted. There 
are other answers in more detailed terms of the price struc- 
ture, or of employment but the various answers will not 
greatly differ, just as the various criteria of how much weight 
the emaciated consumptive must regain to be normal will 
not greatly differ. 

We see then that there is such a thing as reflation, that 
is corrective inflation or corrective deflation, as the case may 
be, which is not harmful but beneficial. It stops the boom 
without making a depression, or stops the depression without 
making a boom. 

Moreover, these corrections should not be left to chance, 
but should be administered by a real money doctor. In May 
1920 the Federal Reserve Board undertook to play this bene- 
ficent role of money doctor. It succeeded not only in re- 
ducing the obesity, but unfortunately it succeeded also in 
creating emaciation. It gave an over-dose of deflation and 
produced a depression from which the farmers have never 
fully recovered. 

In 1933 the President undertook to play the role of 
money doctor. By devaluation and by creating bank credit 
through selling bonds to banks, the money supply has been 
mostly restored and prices have returned nearly to pre- 
depression levels. 

No over-dose has yet been administered. But we are 
now approaching the time to “watch our step,” lest there 
should be an over-dose. 

For three years, while a fearful public have been await- 
ing the supposed big bad wolf of inflation, they have been 
having a steady inflation without knowing it, and it has 
done them good. A little more will do them good too. But 
we must now begin to consider the question of where to stop. 

And here we encounter another imaginary bugbear. 
The same people who have been predicting a bad inflation 
which has not yet arrived, are repeating that it must inevit- 
ably arrive sometime soon. ‘These people point to our huge 
and mounting Government debt. One of them said recently 
that inflation can be stopped only by a balanced budget. 

Now I myself deplore the mounting debt and believe it 
could have been avoided. [But this is not our subject. Our 


subject is inflation.}] Our mounting debt is not itself 
directly inflationary. It has been indirectly inflationary 
because, as has been said, the Government has used this debt 
to manufacture new money, and up to now we should be 
thankful. 

It has not manufactured paper- or pocket-book money, 
because of the great prejudice against that sort of inflation. 
But it has manufactured credit- or check-book money and 
has done this unbeknownst to over 99 percent of the people. 
In this way almost all of the destroyed 8 billion dollars of 
such money has been re-created and is now in circulation. 
Our check-book balances are nearly back to pre-depression 


figures. The inflation originated mostly as Government 
deposits. This system is recommended in my “100% 
Money.” 


But there is no necessary connection between increased 
Government bonds and increased demand deposits. If the 
Government were to sell its bonds to the public for pre- 
existing money, instead of to the banks for new money there 
need be no inflation associated with Government debt. 

The danger of inflation today is not really from Gov- 
ernment debt but from our banking system. We ought not 
to allow the banks to manufacture new money of any kind, 
whether paper money—i.e. pocket-book money—or credit 
money—i.e. check-book money. This would be prevented if 
checking accounts were made trust accounts so that every 
dollar in every account was actually in the bank, that is, if 
the banks had to hold 100% reserve against that sort of de- 
posits. [This system is recommended in my “100% Money.’’] 

The Banking Act of 1935 does not provide for raising 
reserves to 100%. But it does provide authority for raising 
them to double the present requirements, that is, from the 
average of 10% to an average of 20%. This is a partial 
safeguard against an over-dose of inflation. In the original 
bill, as drawn by Governor Eccles of the Federal Reserve 
Board, the power to raise the reserve requirements was more 
complete. This would have been a far greater safeguard 
against inflation. But by the irony of fate, it was Senator 
Glass, who has always believed himself to be an anti-infla- 
tionist, who insisted on taking out this fuller safeguard 
against inflation. 

It would still be possible by slight amendments (allow- 
ing a specific amount of government bonds to count as cash 
in reckoning the 100% reserve) absolutely to prevent any 
undesired inflation. This could be done merely by a change 
in our banking laws without requiring any change in our 
Government policy of bigger deficits and bigger debts, de- 
sirable as such a change might be. 

The link-up between Government debt or Government 
deficit on the one hand and inflation on the other need not 
exist. It should not exist. 

In short, to stop inflation all that is needed is to stop 
the manufacture of money. 

So far as Government finance is concerned, the only 
repercussion from stopping the manufacture of money would 
be on the rates of interest. As soon as we stopped the banks 
from manufacturing new money the Government could no 
longer get money by its present method of trading its bonds 
for new bank credit. It would have to find a genuine 
lender, that is, someone with savings to invest. A bank 
could only buy the bonds if it had the money either in its 
own capital or from savings or time deposits of its customers. 
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Under these circumstances the Government would find it 
necessary to raise the interest rate, that is, to lower the price 
of its bonds. ‘This is as it should be. The present rate is 
artifically low. And artifically low interest means artifically 
high prices of bonds. Interest is low and bond prices are 
high because the money borrowed is made to order. 

This distortion of the natural rate of interest and of 
bond prices by our present banking system is one of the great 
faults of that system, as I have shown in “100% Money.” 

It is sometimes said, that at the bottom of the opposi- 
tion of bankers to fiat paper money issued by the Govern- 
ment, is the fact that they naturally prefer the fiat credit 
now issued by themselves. 

' Be that as it may, it is also a fact that this system of 
banker-issued credit is far from being remunerative, and 
always proves in the end to be harmful to everybody, bankers 
included. We see this just now in the abnormally low 
interest rate, useless to bankers, for years futile for restoring 
prostrate business, yet containing the lurking menace of in- 
lation. 

Our present banking system is essentially a system of 
alternate inflation and deflation, an accordion system of 
banking. First it inflates deposits, manufactures money; and 
we have a boom. ‘Then it deflates them, destroys money; 
and we have a depression. 

Our present inflation problem is this problem of our 
banking system. It is not primarily a problem of the size 
of the Government debt, important as that problem is. 

So far as the present problem of inflation is concerned, 
it is true that harmful inflation looms as a possibility in 
the near future. Under our present system of inadequate 
bank reserves that menace is great. It is possible that a 
wise Federal Reserve Board may be able to prevent any 
more inflation coming to us than the completion of the bene- 
ficial reflation which we still need. It is most unfortunate 


that the Banking Act of 1935 contains no provision that 
would make it mandatory for the Board to prevent inflation 
and prescribe a price level to be maintained. 


As already indicated if we had a 100% system there 
would be no inflation menace at all. Moreover, we can get 
that system in the modified form suggested, without much 
change in our present credit situation. For already most 
banks have a 100% reserve if the Government bonds they 
hold are counted in. All we need, therefore, is practically 
to stereotype this present situation and prevent further crea- 
tion of checkable credit. What strikes me most about the 
present situation is not so much the lurking menace of in- 
flation, real as that is, but a wonderful opportunity we can 
now grasp but are far too likely to miss, namely the oppor- 
tunity to so alter our present system of banking as to remove 
forever any great menace of inflation or deflation. 


In fact, this opportunity is especially striking at this 
very moment. For not only have we already a virtual 100% 
reserve behind checking accounts if Government bonds be 
counted in, but the baby bonds just voted for the soldier’s 
bonus show the whole problem clearly. These were voted 
as a substitute for inflationary paper money and also, for 
an ordinary issue of Government bonds to be sold to the 
banks in return for inflationary credit. But when the sold- 
iers cash these bonds at the post office next June, how will 
the Government provide the necessary cash? It will prob- 
ably be obtained by borrowing from the banks, thus futher 
increasing the danger of inflationary bank credit expansion. 


Why not head this off by limiting the credit which the 
banks may issue, limiting the bonds behind that credit which 
they may hold, and prescribing that hereafter there shall be a 
100% backing for all the check-book money of the Nation? 

Then great booms and great depressions can trouble 
us no more. 


The Principles of a Party 


AND OF 
WILLIAM E. BORAH 


United States Senator from Idaho. 
At a Meeting of Republicans, Brooklyn, N. Y., January 29, 1936. 


R. CHAIRMAN, Ladies and Gentlemen: 
M I am deeply indebted to my friends for this oppor- 

tunity to meet with so many of the people of the city 
of Brooklyn and the State of New York, and to interchange 
views with them upon political questions and a political situ- 
ation. I do not flatter myself that I can bring to you any 
new or startling message. It is not my purpose to undertake 
to do so. 

But I do feel that a frank and free discussion of those 
problems with which we come in daily contact and which 
enter into our daily thinking and living, that a discussion of 
these questions prior to the meeting at Cleveland may con- 
tribute greatly to the success of the party after the convention 
shall have adjourned. 

We approach the great contest of 1936 under circum- 


stances and conditions most extraordinary—as extraordinary, 
perhaps, as may be found in the political history of the United 
States and certainly as extraordinary as may be found in the 
history of the Republican party, a great party which has num- 
bered among its leaders and statesmen and patriots men who 
are not only greatly respected but profoundly revered by an 
entire nation. 

A party whose outstanding record for human freedom, 
human happiness and human progress approaches the great 
contest of 1936 with less influence, less authority and less 
power in national affairs than at any time in its history. There 
must be a reason for this, and in my opinion the reason is 
within the party and not outside the party. 

It is for you and for me and for all who are interested 
in the traditions and principles of. the party; yes, all who 
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are interested in the welfare of the nation, to ascertain if we 
can the reason for this extraordinary condition. 

It is important that we ascertain that reason before we 
meet in national convention and speak again to the American 
people. If we do not ascertain that reason before we go to 
Cleveland, I am afraid we might not be exactly accurate as to 
the reason after we reach Cleveland. If we do not ascertain 
the reason for this extraordinary condition out among the 
people, among the voters, among the men and women who 
have suffered greatly and reflected deeply upon our present 
questions; if we do not ascertain the reason, I fear we shall 
not secure the accurate reason from the uninstructed delegates 
in the Cleveland convention. 

It is my view that this country is normally Republican. 
It is my conviction that there is just as much need and just 
as much demand for the Republican party of Abraham Lin- 
coln or Theodore Roosevelt as there was when these great 
leaders shaped the course and measured the destiny not only 
of the party but of the nation. 

Issues may change and conditions may change, but the 
principles upon which a great party is built do not change. 

The principles upon which they built their power as po- 
litical leaders rested upon the fact that every political policy 
and every political principle was tested by the effect which it 
would have upon the average man and woman in the United 
States. They did not array class against class; they did not 
assail groups, but these great leaders did insist that the poli- 
cies of the party should be tested by their effect upon the na- 
tion as a whole, and that becomes our task in the beginning 
of 1936—+to ascertain, if we can, the policies and principles 
which involve and take care of the interests and welfare of the 
American people as a whole. 

The most important single event in the practical politics 
of America is the selection of a candidate for the Presidency. 

That is the source of all political power in the United 
States, and if the people do not have a part in selecting the 
candidate for the Presidency they are divorced from the source 
of political power in the United States. 

The President of the United States is the most powerful 
political figure in the world today. The Presidency is the 
most powerful political position in the world today. The 
President of the United States speaks for his nation to all the 
nations and peoples of the world. He, more than any one 
else, molds and directs and shapes our relations with all the 
peoples of the world. He is Commander-in-Chief of the 
Army and Navy. He is 90 per cent of the war-making 
power, although technically it is somewhere else. 

He appoints the countless thousands of Federal appoin- 
tees from the highest to the lowest, and they are becoming so 
numerous that they accompany you in all your affairs of daily 
life. 

And by reason of this power of appointment and by 
reason of his position under the Constitution, he is the di- 
recting force in the molding of domestic legislation. So- I 
say that the President of the United States is the most pow- 
erful political figure in the world today. 

And unless the people have a word, a say, a voice in 
selecting the President of the United States, they lose their 
grip upon the political forces which control the United 
States. 

You doubtless read in your great papers recently a long 
and learned story of my great unfitness for the Presidency. 





Now, I am not going tonight or at any other time to indulge 
in what must be a most pleasing pastime, that of regaling 
one’s personal qualifications for that high office. 

But, having raised the question of fitness, relevantly 
and early, that brings up the most important pre-convention 
question that we can consider, and that question is: “Who 
is going to determine the fitness and how is it going to be 
determined ?” 

I want to discuss that briefly. I think it a matter of 
very great moment. In fact, I do not know of anything more 
important to the public than who is going to determine the 
fitness of the candidate and how is it going to be determined. 

Now it does not make so much difference that any par- 
ticular individual be nominated at Cleveland as it is that 
the party who is nominated shall have the confidence and the 
support of the rank and file of the Republican party. 

What I desire to know, therefore, and what I desire 
to be informed concerning, is, who is going to determine this 
fitness and how? Is it going to be determined in the open 
after full discussion as to qualifications and views; after the 
delegates have declared their position with the voters taking 
part in so far as it is practical or possible to do so? 

Or is it going to be determined in secret conclave behind 
closed doors long after midnight under conditions which I 
need not describe, with the voters excluded, and selfish and 
sordid interests pulling the strings? 

It is all right to raise the question of fitness, it is the 
proper thing to do, and its having been raised I invite them 
into the open. Let them declare their position both as to 
candidates and as to issues. ‘This is not a very good year, 
and the times are not propitious for exclusiveness in the mat- 
ter of selecting a candidate for the Presidency of the United 
States. 

Not much is going to be taken for granted in this cam- 
paign. Everything will have to be tested and approved, 
from platform to candidate. But people want to know. 

Party ties rest rather lightly upon the shoulders of 
people at this time, as we unfortunately know, and a system 
which permits a few self-appointed and self-anointed gentle- 
men to select a candidate for the Presidency without consulta- 
tion or advice from the voters will not satisfy the millions of 
voters in this campaign who are wrestling with the problem. 

The voters of the State of New York and of many other 
States have not had a voice in selecting their candidate for 
President in thirty years. So far as that vital event is con- 
cerned, they have been disfranchised. 

Now, what I say tonight not only for the people of New 
York, but for the people throughout the United States in this 
great crisis of the party, when we are fighting for our lives; 
in this great national emergency, when we are dealing with 
problems which involve no less than the perpetuity of our 
institutions, let us call on these disfranchised men and women 
and ask them for their advice and their counsel and their say 
as to the fitness of candidates and as to the platform upon 
which they shall stand. 

Last Saturday night over the radio I listened to the most 
eloquent and the most pathetic funeral oration that I ever 
listened to in my life. It was your brilliant and distinguished 
ex-Governor speaking over the dead body of the Chicago plat- 
form. Nothing like it since Mark Anthony stood over the 
body of Julius Caesar and pointed to the wounds. 

And as the very adroit orator of the evening drew back 
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the shroud from the dead platform and pointed to the numer- 
ous wounds inflicted by those whom he called traitors, you 
could hear the anti-Roosevelt Democrats and the regular 
Republicans cheering to the echo. How they do love an 
insurgent—when he is in the other party. 

It was fine, but, Republican friends, let us not make the 
fatal mistake of assuming that this election will turn upon 
the question of a dead platform. 

{t must turn upon that question of a living platform, and 
if the Republican party does not give the people a living 
platform you may be assured that the election will not be 
gratifying in its results. And if you are going to give them 
a living platform, a platform which represents the aspirations 
and the ideals of the American people, of the men and women 
who have suffered in recent years; if you are going to give 
them that kind of a platform, then I say to you that you 
get just as close to the voters as you can when you are select- 
ing the delegates to select a candidate for the President of the 
United States. 

I am talking to you rather plainly tonight. I do not 
know that it means anything to my advantage. It may be 
altogether to my disadvantage. But I am firmly convinced 
that the Republican party, if it follows its old practices and 
precepts and consults and advises with the masses of this 
country, it will win a marvelous victory upon the Ides of next 
November. 

Now that is all I am going to say on that subject now. 
I will be back in the State later and say something about it. 

I said in my opening remarks that I was going to say 
something upon the matters which we are thinking about 
daily and with which we are concerned in our daily thoughts 
and living. The condition of world affairs today has brought 
to the front again the question of our foreign policy. There 
has been a time in this country when the great body of the 
people looked upon the question of our foreign policy as a 
matter for diplomats, Presidents and Secretaries of State— 
some of whom are dead. 

But no longer can that be true. Our foreign policy 
today touches the life and the welfare of the citizen at almost 
every point. It may involve the question of additional taxes; 
it may involve the question of life; it may involve the question 
of the unity of families; it may involve the dearest things in 
our entire life. Therefore, I want to say just a word about 
it tonight, especially in view of some of the things which have 
been said. 

We have been dealing with the question of neutrality in 
the Senate. It seems that every one wants to be neutral but 
does not just exactly know how to be neutral. We ought to 
be neutral, but we cannot be neutral if we also take a hand in 
trying to stop some war. 

You may have your view about the war that is now going 
on, and I may have mine, but as a nation and as a people we 
have no concern with and no part in carrying on that war, 
and we have no part in trying to stop the war. We would 
be glad if it would stop, we would all like to see peace, but 
the moment we take part in shaping the course and action of 
either nation, that moment we cease to be neutral and are 
participating in the political affairs of Europe. 

Now with me the fundamental principle, the basic 
thought of our foreign policy, should be complete aloofness, 
complete divorcement, from all the political controversies and 
embroilments of Europe. We can serve neither the cause of 





world peace, the cause of the peace of our own people, much 
less the economic welfare of our citizens by mixing in the 
political controversies and political embroilments of other 
nations. Our experience in this respect has been very costly. 
It ought to be instructive, and the only way to remain out of 
Europe is to remain out of Europe with firmness, with dignity, 
with courtesy, with finality, without exception and modifica- 
tion. We ought to turn from the embroilments and contro- 
versies of the Old World and concentrate on the energies and 
the ethics and the thoughts of our own people in solving our 
own questions here at home. 

Territorial boundaries, territorial adjustments, the bal- 
ance of power, the price of population, the instinctive impulse 
of self-preservation, as they call it, ought not to be permitted 
to distract or to divide the American people when they are 
dealing with questions which go to the very heart of the 
American Republic. 

We had a very bitter debate in the Senate the other day 
over the question of the secret treaties and just when it was 
that we first ascertained in this country that they existed. 
Now, it does not make any particular difference as to the 
particular hour and time when it was discovered that these 
treaties did exist, but now we know that they did exist, that 
in the midst of the war they divided up people like cattle and 
divided up territories to their own satisfaction, and when Mr. 
Wilson went to Paris he exerted all his power to modify or 
to change the secret treaties which had been made. 

But he could not do so and today those secret treaties are 
interwoven in the woof and web of European life and a part 
of the international law of Europe, and the League of Nations 
is designed to maintain and perpetuate them, and yet there 
are people in this country who say that we should pledge the 
American youth for the purpose of maintaining the basis of 
these treaties, which was that of spoilsmen. 

In other words, my friends, it is their civilization. We 
cannot change it. This is our civilization. It has been 
entrusted to us, and the best example we can set for peace and 
for leadership is to establish here upon the Western continent 
a republic which can solve the great problems which con- 
fronted people from decade to decade and from age to age. 

Other questions which are being discussed now relate to 
the Constitution under which we live and to the Supreme 
Court and other courts of the United States. The question 
is constantly asked: 

Shall we amend the Constitution? 

The forefathers very wisely provided a system for 
amending the Constitution of the United States, and I do 
not think we need to be uneasy about any amendment which 
the people themselves approve of. If they make a mistake, 
they will correct it. But the dangers which we encounter are 
not the amendments which may be proposed and made by the 
people themselves, but amendments to the Constitution 
through the usurpation of Congress or the usurpation of the 
executive departments of the United States. 

I want to read a paragraph from Washington’s Farewell 
Address. I hope I will not be expected to offer my apology 


to the Carnegie Foundation for reading from Washington’s 
Farewell Address. 

Says Washington: “If in the opinion of the people, the 
distribution or modification of the constitutional powers be in 
any particular wrong, let it be corrected by amendment in the 
way the Constitution designates, but let there be no change 


William E. Borah 





299 





by usurpation, for though this in one instance may be the 
instrument of good it is the customary weapon by which 
governments are destroyed.” 

In other words, the wisest of our great leaders was 
perfectly willing for the people, when they contemplated it 
was necessary, to make the change. 

But he warned particularly against usurpation, because 
it is in this way that free governments are destroyed. Let me 
give you an illustration of what I mean. The legislative 
power under the Constitution is vested in the Congress of the 
United States. 

Now, for the last thirty years we have been building up 
in this country a system which makes laws, a system wholly 
outside of the Congress of the United States. In other words, 
we have given to Congress or Congress has given to all these 
departments the power to make rules and regulations, the 
violation of which constitutes a crime. I say that is just as 
un-American and just as un-Republican as the decrees of 
Mussolini himself. 

No power to make laws should be granted to any one, 
and it has been asked in recent weeks what laws we would 
repeal. I would repeal every statute which undertakes tc 
delegate to some clerk in a department the power to make 
rules and regulations, the violation of which constitutes a 
crime. 

The business men of this country know what that means. 
Any day you may violate a law that you never heard of. 
Any day you may violate a law that has never gotten outside 
of the department itself. Now I say that it is certainly 
enough to call upon the citizen to obey the many laws which 
Congress makes without calling on him to obey laws which 
departments make. 

One of the things which the Fathers had in mind above 
all other things was that of keeping the purse and the sword 
in separate hands. They never intended that the President 
of the United States, who is Commander-in-Chief of the 
Army and Navy, should have control over any part of the 
purse of the United States. 

During the last few years we have been granting to the 
Executive the power to raise and lower tariffs, and now we 
have granted the power to make tariff treaties and the result 
is that in a very large measure the President of the United 
States controls the revenues of the United States. 

And treaties are made in secret, concerning which those 
who are affected know nothing until the treaties are promul- 
gated. That is another law that I would repeal if I had the 
power to do so. 

Now, the second proposition to which I call your atten- 
tion, and which is being discussed, is that of the independence 
of the judiciary. The courts of the United States ought to 
be kept clean from the control of politics, from the justices 
of the peace to the Supreme Court of the United States. 

It is sometimes said that the Supreme Court is not 
considerate of the interests of the common man, that they 
are far removed from the people. But I want to ask the 
people in this audience tonight and on the radio this simple 
question: 

Did you ever know of a country in which the common 
man, the average man and woman, enjoyed personal liberty 
or civil rights except in a country where they had an abso- 
lutely independent judiciary? 

The question has been mooted over the radio in the last 


few days that the Supreme Court has no. power to hold 
statutes unconstitutional because they may contravene the 
Constitution. It has been said in print and advertised to the 
people that the question of giving the court power to hold 
a statute unconstitutional was specifically presented to the 
Federal Convention and rejected. 

Now let me say to you, and I challenge contradiction, 
that the specific proposition of authorizing the court to hold 
a statute unconstitutional was never presented at any time 
to the Federal Convention which made the Constitution. 

Those who made it believed and so said upon the floor 
of the convention that when they made the Constitution of 
the United States the supreme law of the land and at the 
same time gave the courts control of all judicial questions 
that that of itself constituted the power and conferred the 
power upon the court to declare statutes unconstitutional. 

I pause long enough to read just one statement from 
James Madison. Madison has been quoted more than once 
as disbelieving in the power of the courts to declare a statute 
unconstitutional. 

Now let me read a statement from Madison when he 
was submitting the ten amendments to the Constitution of 
the United States. He said: 

“In submitting the amendments to the Constitution, if 
they, the amendments, were incorporated into the Constitu- 
tion, independent tribunals of justice will consider them- 
selves in a peculiar manner the guardians of those rights. 
They will be an impenetrable bulwark against every assump- 
tion of power upon the part of either the Legislature or the 
Executive.” 

‘Lhe Fathers understood perfectly that they were con- 
ferring the power upon the court to declare statutes in con- 
travention of the Constitution unconstitutional. 

And, my friends, upon that question there ought not 
to be any compromise in this campaign. 

Now, in this connection, a question has been submitted 
to me by Mr. Ashcroft of the Seventeenth Assembly District. 
He is a Progressive Republican. He is a colored gentleman. 
He is deeply interested in what is known as the Wagner- 
Costigan Anti-Lynching Law. I respect his sincerity. I 
respect the sincerity of all those who are placarding me on 
the streets tonight. 

I have no intention to challenge their sincerity. 
this question is presented to me: 

“News articles appearing in the daily press state that 
your oppostition to the Wagner-Costigan Anti-Lynching 
Bill emanates from a fixed opinion that the provisions of 
this bill are unconstitutional and would be so declared by 
the Supreme Court of the United States. Bearing in mind 
that the local government in the Southern States is powerless 
to stop or punish savage lynching mobs and further bearing 
in mind that there are thirteen of these Southern States who 
can effectively prevent an amendment to the Federal Con- 
stitution giving the United States Government power to cope 
with this evil, will you please state your program for ending 
this blot on American institutions?” 

There are two questions there, as I see it. 
relates to the Anti-Lynching Bill. 

[I will have to ask my friends to discontinue those 
lights. I cannot talk without looking at my audience. ] 

Now my friends, let us deal with this candidly. 

I have not anything that I wish to withhold in the dis- 
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cussion of this question. In 1922 what is known as the 
Anti-Lynching Bill was introduced in the Congress of the 
United States. It was first considered in the House of 
Representatives. During the debate in the House of Repre- 
sentatives I became interested in the question. I read all 
the debates and I read all the decisions referred to in the 
debates. I had more time then than I have now, and more 
energy, | suppose. 

When the bill came over to the Senate, old Senator 
Nelson of Minnesota, chairman of the Committee on the 
Judiciary, said to me: 

“Senator, | want you to take the sub-chairmanship of 
the subcommittee that is to pass upon this Anti-Lynching 
Bill.” 
I said: “Senator, I do not think I am the party to do it. 
| have already made up my mind. My mind is closed on 
this question. You should select some one who has an open 
mind on the question.” 

He said: “You are the very man I want. You are 
interested in the question, and I want you to study it, and 
restudy it, if you will, and give us your report.” 

I did so. I reported it to the entire committee, and the 
entire committee passed upon it, and there was not a single 
member of that committee, not one, who did not agree with 
me that the bill was clearly unconstitutional. 

The only Senator who wanted it to go to the Supreme 
Court was Senator Sterling of South Dakota, who, never- 


theless, agreed with the legal proposition which I had pre- 


sented, but thought it was best to present it to the court again. 
Outside of that, the committee was unanimous in believing the 
law was unconstitutional. And upon that committee at that 
time sat such men as the late Thomas Walsh, a truly great 
lawyer and a great public servant. 

After it was announced that the committee had decided 
it was unconstitutional, then certain Senators who were not 
on the committee insisted, nevertheless, that the bill should 
be reported out; that it should go to the floor of the Senate; 
that a Republican committee should not refuse to report the 
bill out. 

Senator Nelson came to me about it. 


“Well,” I said, 


“Senator, you can do as you please but I do not change my 


view upon constitutional questions through political expedi- 
ency.” 

A majority of the members of the committee voted to 
report it out with the understanding that if it came to a vote 
in the Senate that they were going to vote against it, and so 
it was reported out. 

Now every one knows that it was called up for a day or 
two, debated, and then sent to the foot of the calendar. 

Thirteen years afterward what is known as the Costigan- 
Wagner Anti-Lynching Bill was brought into the Senate. It 
was changed in some of its terms, very considerably, but the 
constitutional question, in my judgment, was identical. Now, 
when the bill was up for consideration on the floor of the 
Senate, Senator Costigan asked me my view as to constitu- 
tionality of the measure. 

I had not taken any part in the debate. I had made up 
my mind about it, and would be content to cast my vote. 
But he asked me the question, so I answered it in accordance 
with my conviction. 

Now, my friends, I have not a particle of doubt, not the 
slightest doubt, but what that bill contravenes the funda- 


mental principles of the Constitution of the United States. 

Therefore I have no discretion in the matter. I would 
be very glad, I am always willing and anxious to support any 
program for the control of lynching which the National 
Government has power to enact. 

I do not care to offend any citizen. I certainly do not 
care to offend a race. It is not for me to incur the displeasure 
of these people. It is contrary to all my feelings and all my 
sentiments to incur the displeasure certainly of an entire race. 

But, my friends, when I am presented with a measure 
about the constitutionality of which I have no doubt, I must 
be permitted to say to you that I shall not change my position 
upon that question regardless of what the political conse- 
quences are to me. 

Now the second part of this question is: 

“Will you please state your program for ending this blot 
on American institutions?” 

As I said a moment ago, my friends, if any one has a 
program which is constitutional, which the Congress has 
power to pass, I will gladly support any such program. 

But you ask me, when you present an unconstitutional 
measure, what my program is. I do not know of any pewer 
which the national government has to reach out into the States 
and take hold of a violation of law within the States. I know 
of no such power. It has never been pointed out to me. 
When it is pointed out, and if it does exist, you can depend 
upon me to support any measure which will deal with it. 

[The speaker is questioned as to his stand on the Anti- 
Kidnapping Bill.] 

[Do not put him out. I came not to preach to the 
righteous, but call sinners to repentance. ] 

I understood the question to be a comparison between the 
anti-kidnapping proposition and the Anti-Lynching Bill. 

Now, I can only say to you, my friends, that the kid- 
napping proposition deals purely with crimes which are con- 
summated by crossing State lines. And the Anti-Lynching 
Bill does not purport or isn’t based upon any such theory. 
I give you an illustration. If the national government can 
pass a law punishing a man who mobs another and takes his 
life, why cannot the Congress pass a law taking hold of a man 
who uses a machine-gun upon another man’s life? 

If you pass that kind of a law, where would Chicago and 
New York be? 

Now, let me say another thing to you. 
in States’ rights. 

I believe in the honor, the integrity and the good citizen- 
ship of the people who live in these States. If they cannot 
enforce the law, where are you going to find the manhood 
and the womanhood to enforce the law? 

I know, as I said before, how seriously these people feel 
about the matter. But if there is anybody in the United 
States who ought to be interested in maintaining the integrity 
of the Constitution of the United States, it is the colored 
man, because it is his charter of living. 

[My friends, I say again that I will have to wait until 
this light goes off. I am so constituted that I can’t talk to 
an audience that I can’t see. I understand that it has a pur- 
pose, but if you will wait until the speech is over I will stand 
here for an hour in this light. ] 

_A friend asked about the Thirteenth, Fourteenth and 
Fifteenth Amendments. 
My friends, that has nothing in the world to do, in my 
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opinion, with the Anti-Lynching Bill. I do not think they 
will reach it at all. 

Let me ask another thing. Is W. Borah the only man 
who is going to be called on the carpet? 

If the friends of the colored man think that I am the 
only culprit on this Anti-Lynching Bill, let them ask the 
other candidates. how they stand on this bill. Let them take 
their platform to Cleveland and introduce it and get it passed. 
Let them take it to Philadelphia. Let them ask those men 
whose names have been associated with the Presidency if they 
are for the Anti-Lynching Bill. We will find out that I am 
not the only guilty person in this nation. 

[I believe in free speech, and if those in the back part of 
the hall will conduct their questions with the same propriety 
that I conduct my answers we will stay here, if necessary, 
until morning. I am never so happy as when instructing the 
people. 

Now, another question, why did they shut that person 
off? I don’t want anybody denied the right to ask me a 
question. There is not a public question on the face of the 
earth that I know anything about that I am not ready to tell 
what my position is. I may be wrong, but I am not in doubt. } 

There is another question which has just been presented, 
which reads as follows: “Many people have been discussing 
the so-called Townsend plan. In the light of political, social 
and economic results, what are your thoughts and what is 
your position in regard to the plan?” 

This is from a progressive Republican. These progres- 
sive Republicans are very numerous. I am delighted to see 
them. Now, my friends, I can answer that question best by 
telling you what my position is with reference to old-age 
pensions, and then you can determine whether or not I am 
for the Townsend plan. I have been an advocate of old-age 
pensions for years. I believe in it as a matter of social justice 
and a matter of economic sanity. 

When the so-called Security Bill, which we passed at 
the last session, was before the Senate, it provided for $15 
a month for certain aged people. That seemed to me like 
slow death. I offered an amendment to the bill to double it, 
and if the States had paid their same proportion it would have 
made $60 a month, but the amendment only got eighteen 
votes. 

Now the modern industrial world has very little use 
for a man after he arrives at the age of 60. 

I have said that the modern industrial world has very 
little use for a man after he has reached the age of 60 or 
65 as a workman. It is very difficult for a man if he is out 
of a job, even in normal times, to secure a position after he 
has reached the age of 60 or 65. Well, I know of people 
of 40 or 45 who couldn’t get a job, but ordinarily speaking 
people of 45 or 50 can get positions if there are positions 
to be had. It is also true that a workingman in this day, 
even in normal times, does not secure a sufficient wage to 
lay by and take care of himself and his family after he is 
60 or 65 years of age. 

A Mr. Jackson at 250 Broadway of this city, a social 
engineer, has written a book which will be published in a 
few days, a copy of which I have had an opportunity to read, 
demonstrating, it seems to me, to a certainty, that society 
owes to the man or woman who has been laboring through 
the years a living, a decent living, and decent conditions 
after they have reached the age of 60 years, and $60 a month 





can be provided as an economic proposition, and that it will 
be in the interests of society, led by the national government, 
to take care of old people at $60 a month; and he proposes 
a plan by which that can be accomplished. 

Now, leaving aside his plan, I have no doubt as to the 
soundness of his contention, and I am prepared at all times 
to support old-age pension legislation to that extent. 

But when you give it to the old people, I want to give 
it to them; I want them to have it. I do not want them to 
be compelled to spend it unless they want to. It is theirs. 

Now the Townsend plan proposes to make you spend it 
ina month. I do not think that is practicable, but I do think 
that we must provide an old-age pension of $50 or $60 a 
month; that society must take care of that situation—and 
beyond that I am not prepared to go. 

Now I have just a word to say upon another matter 
which I had intended to discuss more at length, but I have 
been detained with some other matters. 

We are very much interested in these days in the ques- 
tion of personal liberty, of preserving our civil rights under 
the Constitution. 

But I want to say tonight that, in my opinion, if we are 
going to preserve our political liberty we must also be pre- 
pared to preserve our economic freedom. 

If there is a power in the United States which can 
prevent a business man from engaging in any kind of business 
which he sees fit to engage in and may do so, his political 
liberty is not worth very much to him after that has been 
accomplished. In other words, we ought to devote eurselves 
as a party to keeping the channels of interstate trade open 
to all business men who desire to engage in any kind of 
business. 

We will go into this campaign against regimentation. 
We are opposed to controlling production. We are opposed 
to controlling business. We are against regimentation. That 
in all probability will be the position of the party. But when 
we say to the people of these United States that we are 
opposed to regimentation, they will ask us, ‘““What is your 
position with reference to the regimentation of monopoly ? 
Do you propose that monopoly shall control the business 
affairs of the United States?” And if we take the posi- 
tion that we are going back to the conditions of 1929, in 
my opinion government regimentation rather than monopoly 
regimentation. 

It is generally supposed that when those of us who are 
opposed to monopoly begin to speak in opposition to monopoly 
that we are attacking business. By no means. We are de- 
fending business, we are defending legitimate business, inde- 
pendent business, the honest business man, the man who lives 
under the laws of his country and in accordance with his 
country. 

I read the other day that in 1929—and now it is a little 
worse—I per cent of the corporations of the United States 
controlled over 60 per cent of the corporate income of the 
United States, and that 1 per cent controlled prices upon 
practically everything that goes into the home, into the 
stomachs or upon the backs of the people. 

I say to you, my friends, that for myself personally I 
am opposed to that monopolistic power which can fix prices 
for the people of the United States. I desire to say one thing 
in the way of a final suggestion to those who are to control 
the Republican party and direct the affairs of the party in 
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the coming campaign in the coming year, and that suggestion 
is this: The American people are a different people in many 
respects since these devastating depression years. Their re- 
morseless exaction, financial, material and spiritual, during 
these unrelenting years has cut deep into their hearts and 
minds. 

They believe that this depression was a man-made depres- 
sion; and as a result of it millions of them have suffered the 
tortures of the unspeakable hell of permanent unemployment. 
They have seen hunger and nakedness and millions of children 
undernourished in a land of plenty where footstuffs are being 
destroyed. They have been made to know what it is to 
approach dependent old age. They have lost their homes, 
millions of them, and seen their savings swept away. They, 
therefore—these people to whom we are to appeal in the 
coming campaign—see new problems, and they believe in a 
broader and higher humanity. 

They have seen the inequities and the injustices, the 
disparities and the inhumanities of our economic system. I do 
not believe that they have any hate in their hearts. I do 
not believe that they are disloyal to our institutions. 
1 do not think there is any lack of appreciation of our great 
fundamental charter. 

But it is my belief that the American people are con- 
vinced that if we are going to enjoy political liberty we must 
also enjoy and possess economic freedom. 

They believe that our government under the Constitu- 
tion is strong enough and efficient enough to insure economic 
and social justice, as well as political liberty, to the people 
of the United States, and when you ask them, therefore, 
“Where do we go from here?” they will tell you in the 
coming campaign, “We go forward, not backward.” Those 
leaders who think that the American people are going to 


return to many of the old practices of past years and are 
leading the Republican party in that direction are leading 
it to defeat. 

Perhaps no man, perhaps no group of men, perhaps no 
party, can chart a course or map the detail of how they are 
to deal with all these new problems. But in the name of 
humanity let the Republican party recognize the problems and 
go forward and meet them in a practical way as these new 
and unparalleled conditions have presented them to the 
American people. 

Abraham Lincoln did not know the details when he 
started in his opposition to the extension of slavery. He did 
not know that some day he would end that institution, but 
he recognized the problem and he led his party forward, and, 
as he marched on the way, magnificent things were done and 
magnificent things happened. 

I do not know—perhaps no man knows—all the details 
of how we are to deal with the problems that we have been 
confronted with, but we must recognize the problems; we 
must demonstrate to the American people that we propose to 
deal with them in the light of these new conditions which 
have been presented. 

We cannot go back. We cannot compromise. We must 
move forward; and the political party which does not move 
forward, which does not advance, which does not accept 
responsibility, will drop out, and some other party will take 
its place. 

My friends, I thank you very cordially for your very 
generous and patient attention. I expect to be back in this 
State later, and if there are some other questions, which 
manifestly you expected me to discuss, I shall discuss them 
when I return. 

I thank you. 


James Watt, Inventor and Pioneer 


By THOMAS JEFFERSON WERTENBAKER 


Edwards Professor of American History and Chairman of the Department of History in Princeton University. 


Before a meeting of the Newcomen Society of England, arranged in observance of the Watt Bicentenary in the United 


States. 


R. President and fellow members of the Newcomen 

Society: It is appropriate that we should be 

gathered here today, two centuries after the birth 
of James Watt, to acknowledge our debt of gratitude to 
this great scientist and inventor. Perhaps no human being 
has affected more profoundly the welfare of the world. 
‘Tens of millions of workmen owe their jobs to him; his 
genius has doubled several times over the economic output 
of the nations and despite the increase in population has 
raised the standard of living in many countries to a level 
undreamed of before his time; his mighty engine has made 
it easy for one region to share its productions with other 
regions and in turn to have a share in theirs; it has, in part 
at least, released mankind from the killing toil which he had 
endured for untold centuries; a willing slave, it has poured 
out its blessings with a lavish hand. As Lord Jeffrey said, 
in his eulogy of Watt, delivered nearly one hundred years 


At Franklin Institute, Philadelphia, Pa., January 21, 1936. 


ago: “It has increased indefinitely the mass of human com- 
forts and enjoyments, and rendered cheap and accessible all 
over the world the materials of wealth and prosperity. It 
has armed the feeble hand of man with a power to which 
no limit can be assigned.” 

Watt did not invent the steam engine. In fact the 
long series of inventions which culminated in the matchless 
machines of the present day, began with the discovery by 
Hero, of Alexandria, more than two thousand years ago, 
that a mechanical force is produced when water is evapo- 
rated by the application of heat. Blasco de Garay, in the 
sixteenth century, Soloman de Gaus, Giovanni Branca, Ed- 
ward Somerset, Marquis of Worcester, Sir Samuel Morland, 
Denis Papin, and Thomas Savery, in the seventeenth, and 
Thomas Newcomen in the early eighteenth each contributed 
his share. In fact Watt’s attention was focussed upon the 
use of steam when he was asked to repair a working model 
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of Newcomen’s atmospheric engine, which was used to il- 
lustrate the lectures in the Natural Philosophy class at the 
University of Glasgow. But though Watt did not originate 
the steam engine, he so improved it by a series of supple- 
‘mentary inventions—the separate condenser, the double- 
acting steam-jacketed cylinder, the expansive working and 
governor—that the machine became capable of performing 
the stupendous tasks which lay before it. 

It must not be supposed that Watt produced his in- 
ventions by a stroke of genius, by sudden flashes of inspira- 
tion. His success came from long and intense study, from 
careful, untiring experimentation, and from the application 
of the scientific knowledge of the day to the problem in 
hand. Watt was preeminently a scholar. True, he was not 
a professor in the University of Glasgow, merely a repairer 
and maker of instruments for its scientific courses. But 
he was a profound scholar for all that. His shop became the 
rendezvous, not only for the ablest and most ambitious of 
the students, but for the eminent men of the faculty: Black, 
famous for his discoveries in chemistry, Robert Simson, the 
mathematician, and others of like ability. “I saw a work- 
man and expected no more,” said Robinson, then a student 
in the university, “but was surprised to find a philosopher.” 

Watt was a scholar by instinct, because his intellectual 
curiosity would not permit him to leave any problem until 
he had gone to the bottom of it. It is said that when a boy 
of six, a friend of his father once found him stretched on 
the hearth making angles and lines with a piece of chalk. 
“Why do you permit the child to waste his time; why not 
send him to school?” he asked. Watt’s father replied: “You 
judge him hastily; let’s see what he is doing.” On investiga- 
tion they found that the boy was solving a problem in Euclid. 
This was the spirit which caused him as a lad of fifteen to 
read twice S. Gravesande’s Elements of Natural Philosophy, 
and which later inspired him to learn German so that he 
could read Leapold’s Theatrum Mechinarum. 

“Perhaps no individual in his age possessed so much and 
such varied and exact information,” said the Edinburgh 
Scotsman, in 1819. “That he should have been minutely and 
extensively skilled in chemistry and the arts and in most of 
the branches of physical science, might perhaps have been 
conjectured . . . but he was learned (also) in many branches 
of antiquity, metaphysics, medicine and etymology, and per- 
fectly at home . . . in architecture, music and law.” Sir 
Walter Scott said of him: “This potent commander of the 
elements, this abridger of time and space, this magician, 
whose machinery has produced a change in the world, the 
effects of which are perhaps only now beginning to be felt, 
was the most profound man of science, the most successful 
combiner of powers and collector of numbers, was one of the 
most generally well-informed of human beings.” The ablest 
scholars found him at home in their specialties. One 
gentleman was a deep philologist—he talked to him of the 
origin of the alphabet, another a celebrated critic—you would 
have said Watt had studied political economy and belles 
lettres all his life. Lord Brougham declared that he could 
indulge in the most abstruse speculations of philosophy and 
could pass from the deepest problems of geology and 
astronomy, the formation of the globe and the structure of 
the universe to the manufacture of a needle or a nail. 

In recent years business men have come to a clear 
realization of the value of scholarship in the natural sciences, 






not only to the world as a whole, but especially to industry. 
Here they see the discoveries of some young chemist, working 
quietly in his university laboratory, revolutionizing a great 
business running into the hundreds of millions; here it is a 
physicist who establishes a principle which opens new and 
unsuspected vistas of production; there an electrician taps 
vast stores of economic wealth by his improvements in the 
transmission of power. It has occurred to them that they 
might capitalize on scholarly work by lending it financial 
assistance. So they have come to the universities with mil- 
lions for the building of laboratories, the purchase of equip- 
ment, the enlarging of scientific libraries, the founding of 
research professorships. ‘Teachers have been party released 
from the burden of undergraduate instruction and provided 
with assistants, so that they could give more of their time to 
investigation and experimentation. Some great business con- 
cerns have established research departments of their own, 
fully equipped and manned by able scientists. 

The results have been more than satisfactory. What 
business men have contributed to science, science has given 
back many times over. And we are just at the beginning. A 
few days ago a distinguished chemist told me that science is 
on the threshold of so many and such revolutionary inven- 
tions, that the next decade would witness startling transfor- 
mations in many phases of American industry. Who knows 
how soon our electric wires will tap the coal fields of Alaska, 
when lighter and more durable materials will replace iron 
and steel, when a new type of engine will give to our auto- 
mobiles greater power and economy! 

But the business world still remains blind to another 
phase of scholarship which concerns its welfare no less vitally. 
By a strange coincidence Watt, the father of modern indus- 
trial progress, came into contact at Glasgow with Adam 
Smith, the father of modern political economy. Perhaps the 
two men little realized how vitally the work of one was to 
influence the work of the other. They could not foresee that 
the vast industrial system to which Watt’s inventions gave 
birth was to turn at every step for guidance and instruction 
to Smith’s Wealth of Nations, just as the pilot of an ocean 
ship turns to his charts, and that if from time to time the 
pilots of industry were on the point of running the ship 
upon the rocks, it is because they neglected to follow the 
directions there laid down. 

Today industry is perplexed and hesitant, the vast bene- 
fits conferred upon us by Watt and other great scientists are 
jeopardized because false charts have been pressed upon it. 
It may reject at once the social doctrines of Upton Sinclair, 
or Father Coughlin, or Dr. Townsend, yet it has listened 
to the voice of other tempters, has proved false to the clear 
teachings of economic law. May I be permitted to say that 
in my opinion the failures of our economic system have re- 
sulted not from the failure of economic law as expounded by 
Adam Smith, but from the interference with its free opera- 
tion by organized business, organized labor, and by the gov- 
ernments. 

If, then, we are to reap the full reward of our indus- 
trial system, if it is to continue to pour out economic wealth 
for the enjoyment of the people, we must give to the social 
sciences the same encouragement we give the natural 
sciences. Unless we are to fall victims to the shallow think- 
ing of amateur economists, we must give scientific economists 
the opportunity to make investigations and present them to 
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the public. Several years ago, the Falk Foundation of Pitts- 
burgh made a grant to the Brookings Institution for a study 
of the present industrial crisis. The findings of the Institu- 
tion have appeared in four volumes entitled: America’s 
Capacity to Produce, America’s Capacity to Consume, The 
Foundation of Capital, and Incomes and Economic Progress. 
If the nation digests the information contained in these vol- 
umes and accepts their conclusions, the few dollars invested 
in the study will produce benefits which can be measured in 
billions, if not tens of billions, of dollars. There is urgent 
need for more such studies; for the mobilization of the 
nation’s best brains for scientific investigation in the field of 
the social sciences. 

Mr. President, at this time when so many problems 
press upon us, some of them the indirect result of Watt’s 
inventions, we can but wish that we had today his piercing 
intellect and his calm judgment to help us solve them. But 
though this is impossible, we can do our part in securing a 


better perspective of human progress, by studying his life 
and honoring his memory. Not all of us can contribute to 
the Watt Cairn, made up of stones brought by his admirers 
from different parts of the world to form an international 
memorial, but each in his own heart can contribute his mite 
of reverence and gratitude, can, as it were, join in the beauti- 
ful epitaph, written by Lord Brougham, for the statue in 
Westminster Abbey: 


Not to perpetuate a name which must endure while 
the peaceful arts flourish, but to show that mankind have 
learned to honour those who best deserve their gratitude, 
the King, his ministers, and many of the nobles and com- 
moners of the realm, raised this monument to James Watt, 
who directing the force of original genius early exercised 
in philosophic research to the improvement of the steam 
engine, enlarged the resources of his country, increased the 
power of man, and rose to an eminent place among the 
most illustrious followers of science and the real bene- 
factors of the world. 


The Balance Wheel of Progress 


By ALFRED M. LANDON, Governor of Kansas 
Kansas Day Dinner, Topeka, January 29, 1936 


EVENTY-FIVE years ago today Kansas was born out 
of a mighty struggle for human liberty. We gather 
tonight to honor the memory of those who won that 

fight. Rather than attempt to heap praise upon them, let us 
take a lesson from their accomplishments. After all, experi- 
ence is still the greatest teacher. From thousands of prairie 
firesides is handed down this homely warning: “Change 
does not necessarily mean progress. A social philosophy is 
not always bad because it is old, nor good because it is merely 
new.” 

In the progress of human rights the road has not been 
continuously upward. It has not followed a straight course 
in the best direction. Rather, there has been a general rise 
with ups and downs depending upon the composite wisdom of 
the people. There have been curves and detours along the 
way where some have wandered off after false gods. 

As did. the pioneers, we must always keep alive the inner 
fire of individual conscience. We must subordinate material 
rewards and enthrone the things of the spirit. We need 
emphasis on common honesty, character and devotion to prin- 
ciple. 

It is fitting that a celebration of the admission of Kansas 
to the Union should evoke thoughts about constitutions. Our 
forefathers had a passion for self-government as a corollary to 
the individual right of self-determination. That is not a 
Kansas ideal alone, but an American ideal. Through this 
yearning for orderly national existence, security and individual 
liberty has come the written covenant we term the Constitu- 
tion of the United States. It is the militant manifestation of 
great spiritual force. These ancient rights only remain safe 
today as the Constitution stays written on our hearts. The 
people have been bound to their government by the sacred tie 
of voluntary devotion. But today there are powerful forces 
trying to convince our people that the Constitution is not 
their charter of human liberties. Should these forces prevail 
the American government then becomes a source of oppres- 
sion such as now afflicts various other peoples throughout the 
world. 


A government is free in proportion to the rights it guar- 
antees to the minority. The Constitution was not framed to 
give us everything, but to protect inherent rights we already 
possessed. It was framed to protect minorities against a gov- 
ernment momentarily controlled by impulsive majorities. For 
a century and a half the Constitution has protected American 
citizens against such oppression. Against repeated onslaught 
it has preserved the right of trial by jury; it has been the 
safeguard of the American home and of churches in their 
most sacred right of religious freedom; it has protected the 
freedom of the press; it has safeguarded individuals in their 
‘right of free speech; and it has been the guarantee of the right 
to conduct lawful personal affairs without interference by 
meddling bureaucracy. This, fellow citizens, is the Constitu- 
tion which was established to make the United States a sanc- 
tuary for every honest individual and every honest interest. 

Let me make this emphatic, the Constitution of the 
United States is not an obstacle to progress. It is the balance 
wheel of progress. No flaunting of the Constitution whether 
by executive evasion, loose legislation, or insidious propaganda 
can destroy our safeguard so long as courage and common 
sense are cherished in the hearts of the American people. 

As we assemble to celebrate the diamond jubilee of our 
state we are conscious that we confront in the next national 
election the most fateful decisions of our generation. Deceiv- 
ing words and luring phrases may cloud the issues, but they 
cannot hide them. A nation will survive to correct its po- 
litical mistakes. But if an unsound financial program is 
coupled with them the nation faces destruction. We have 
seen appalling waste and extravagance. We are exhausting 
our capital on useless projects which advance us no farther on 
our way. 

The budget proposed for the next fiscal year by the na- 
tion’s Chief Executive is the final grim proof of the financial 
vortex into which we are being drawn. Its prediction of a 
deficit of “only a billion” is delusive. Considering the ad- 


mitted needs for relief and other realities, the period un- 
doubtedly will end with a deficit greater than those of each 
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preceding year of this Administration. Bookkeeping tricks 
may be used, but the huge deficit will remain. 

Despite promises of a 25 per cent reduction in Federal 
expenditure Federal expenditures continue steadily to rise. 
It is true economic conditions have improved, as they do after 
every depression. ‘That has been reflected in great increases 
in Federal income. They have not, however, been able to 
match the increases in spending, thus repudiating the assur- 
ances of the budget messages of three and two years ago. 
The gap between income and outgo steadily widens. The 
billions on billions already added to the national debt are in 
themselves dangerous. They are doubly dangerous as an in- 
vitation to even wilder dissipation of our resources. 

It has been said that the demands for relief have im- 
periled our Federal finances. That is only a half truth. The 
money actually reaching the unemployed and impoverished 
has not rocked the Treasury. The rocking has been done by 
abysmal waste through changes of policy, maladministration 
and ruthless partisanship. Relief appropriations have been 
more than ample, but all too many on relief and work projects 
have been denied adequate aid because bureaucracy has eaten 
up too much of the funds intended for relief. We need 
desperately a cheaper, simpler and more responsible relief ad- 
ministration throughout the Union. 

Taking at its face value the solemn promise of the Ad- 
ministration that politics would be kept out of all relief 
activities, I continued the relief organization of my distin- 
guished Democratic predecessor. Here in Kansas we thought 
differences over methods could only injure the deserving. So 
we accepted what was offered and made an administrative 
success of Federal plans equaled by few other states. The 
records will show that no state cooperated more fully with 
the Federal Relief Administration than Kansas. 

With the passage of the $5,000,000,000 relief bill, how- 
ever, came the melancholy discovery that a nonpolitical ad- 
ministration of relief was not intended. The WPA was 
organized so that relief might be handled in familiar “pork 
barrel” fashion. It has permitted a party machine to spend 
the greatest peace-time fund in all human history. Our peo- 
ple are disappointed and amazed. They realize now that the 
promise to make human needs the sole guide for action has 
been broken. Victory is in the hands of the party spoilsmen. 

Non-political relief administrators have been forced out. 
Citizens have poured the evidences of intolerable conditions 
upon Washington. The only result has been loss of poise and 
a resort to abuse by the Administration and its spokesmen, 
who take the undemocratic attitude that all criticism is abuse 
and that all who do not agree have base motives and selfish 
purposes. They seem to forget that true democracy thrives 
on honest criticism. 

With some of the avowed objectives of those in Wash- 
ington no right-thinking person can quarrel. But there has 
been a constant shifting back and forth in decisions. Utterly 
wasteful policies have prevailed. There has been too great 
an attempt to pass off just criticism of the administration of 
relief by branding the critics hard-hearted persons, who pro- 
pose to let every one starve. Epithets, evasions and sophistries 
do not answer. 

If there is any place more than another where common 
sense in government is needed it is in the relief problem. 
Although many millions of our people still depend on relief 
and the outpouring of billions is greater than ever, I do not 
believe that the problems presented are unsurmountable in this 
land of potential plenty. 


No good American wants any of his fellow citizens to be 
hungry, much less starve. But if there is to be no hunger it 
is imperative that the administration of relief be purged of 
waste and partisanship. 

The emphasis on relief has obscured the fact that em- 
ployment not aid, is our larger problem. ‘The clinching proof 
of the New Deal’s failure is that almost as many persons are 
out of work today as there were when it first set up shop in 
1933. The key to real stability is not boondoggling, but 
permanent jobs with the laborer worthy of his hire. Theories 
will not produce them, nor can unemployment be made to 
vanish overnight. “Help wanted” signs will blossom out of 
restored confidence in the nation’s finances. Work for those 
who want it comes from the assurance to business and indus- 
try that they may plan wisely for the future. Employment 
comes from the common conviction that the American system 
of representative government is secure.- Confidence is far 
more important than the exploitation of a multiplicity of pre- 
tentious plans which do not work. 

History and experience alike teach us that “government 
is protection.” When it ceases to protect it ceases to be gov- 
ernment. As a nation we have begun to protect childhood, 
but the obligation to protect old age lies straight before us. 
This obligation is the legacy from the machine age in which 
we live. It is an essential part of the unemployment problem 
of a great industrial civilization. 

The hope that we will deal with our unemployment 
problem successfully lies in the fact that the hardships and 
suffering of the depression have made us conscious of certain 
defects in our society brought about by the rapid growth in 
our industrial structure. 

We are aware that we must make our just contributions 
to the solution of the problems of the times. Each generation 
in turn has its own problems to solve for posterity. No age 
has escaped this inspiring responsibility. If such there were, 
then that was an age of stagnation. 

Our problem of unemployment will not be solved by 
rabid partisanship on the one hand or wishful thinking on the 
other. We may differ as to methods and procedure, but there 
can be no difference as to the imperative necessity for a solu- 
tion. 

Fundamentally we must always keep in mind the answer 
we seek is not based alone on the query, “Am I my brother’s 
keeper?” The solution rests on considering it in a major 
sense from the viewpoint of a problem created by the rapid 
development of our industrial machine. 

The problem is national in scope and should be solved 
on a national basis. This involves the most careful considera- 
tion of the limitations of the Federal and state constitutions. 

Solving this problem of unemployment and old-age pen- 
sions is both humane and economic and we shall solve it in 
spite of our past neglect and recent well intended but utterly 
unworkable, hastily thrown together, makeshift legislation. 

We have witnessed bureaucratic agencies vying one with 
the other in efforts to excel in experimentation. F uzzy think- 
ing and unorderly procedure have characterized the manner in 
which all of the goals have been approached. There has been 
confusion, reversal of policies, haphazard administration, bick- 
ering and repeated delay. 

There is much discussion whether reform of our social 
and economic system should go before recovery, or whether 
recovery should precede reform. My answer is that the 
greatest reform that we could have is recovery. We are going 
to be many years unscrambling the eggs cooked up by the 
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kitchen cabinet of this Administration. One of the greatest 
failures of these cooks was that they were unable to tell the 
bad eggs from the good. The result has been indigestion for 
all of us. 

It is necessary for all of us who are concerned with agri- 
culture’s welfare—and every American ought to be—to work 
together in the development of a program that will be both 
sound and legal. And I have faith that we shall develop such 
measures and the courage to put them into effect. 

The problem of agriculture certainly must be approached 
on a non-partisan basis. No one can justify any attempt to 
make political capital out of the national anxiety for effective 
solution of the agricultural problem. 

Solutions are not devised as easily as a magician produces 
an egg from his mouth. Low prices for farm products and 
increasing interest and taxes have forced too many farmers 
to exhaust their soil. Farmers have realized this, but under 
economic pressure for cash crops, have been unable to do 
anything about it. 

Low prices have been caused by the practical loss of the 
farm markets, both domestic and foreign. Of the markets, 
the domestic market has always been far more important for 
our farmers. 

But even in the case of the major cash crops, on which 
a surplus has been produced, our domestic farm prices have 
largely been fixed by the prices bid by our foreign purchasers. 
In other words, the surplus has set the price for the whole 
crop, 

The proper application of soil conservation principles 
would help materially to prevent the production of such price- 
depressing surpluses. As I have repeatedly said, it should be 
possible to develop a national program of soil conservation on 
the more than 65 per cent of the nation’s crop land which al- 
ready has begun to lose its food-producing value. 

Equally impressed with the public interest is the prob- 
lem of flood control. Flood control fits right in with the soil 
program. According to government studies, a sound national 
conservation program in itself would reduce the damage from 
floods 25 per cent. 

The situation today emphasizes the urgent need for a 
sound national land-use policy. Our soil must not be ex- 
hausted by wasteful methods. The farmer is entitled to ex- 
pect for his crop a fair price comparable to the price of the 
commodities he buys. A policy that is not limited in its bene- 
fits to immediate cash returns but seeks as well to rebuild the 
fertility of the soil and meets the problem of flood control also 
is impressed with national interest and entitled to national 
support. 

Such a policy would fit in with the demand of agriculture 
for equality with industry. 1 am advised from reliable sources 
that the costs of about 200 items the farmer has to buy are 
increased about one-fourth by the operation of the tariff. Be- 
cause the farmer has been forced to sell on the world market, 
is he not entitled to some countervailing provisions, to some 
compensating tariff equivalent, in order that he may receive 
an equal benefit? 

The purpose of the tariff is to protect workers and in- 
dustry from the cheap competition of foreign labor. The 
farmer should be given this same protection. 

Is it any wonder that the immediate concern of agricul- 
ture is tariff equality with the other groups comprising this 
nation? ‘There are supplemental factors which would be 
helpful to the farmer, such as the greater industrial use of 
farm products, the rebuilding of foreign markets, and, last 


but not least, lower taxes and interest charges. Even more 
basic would be an expanding home market growing out of 
restored confidence in our future. 

There is no single solution of the farm problem. The 
perplexity in one part of the country is not always the same 
as the problem in the other parts. A well rounded farm 
policy must take note of agriculture as a whole. The exten- 
sive experience of these latter years should make it possible 
to develop workable measures which will be better than any 
heretofore tried. 

Kansas from the first co-operated with much of the Fed- 
eral emergency program. We felt that improved conditions 
were of greater consequence than any partisan considerations. 
In my judgment, the policy of condemning everything the 
opposition party does has never produced better government. 
Nor am I one of those who believe that the Republican party 
has a corner on patriotism and intelligence. We should go 
into the campaign prepared to be as fair in conceding the good 
points of the opposition as we are courageous to point out 
what we consider its errors. But I do condemn half-baked 
legislation, maladministration and the dangerous short cuts 
to permanent change attempted in the name of emergency. 

The Administration has presented no permanent solu- 
tion of our major problems. On the contrary, it has created 
many new problems, and its gross over-centralization of power 
reflects either ignorance or indifference in regard to our Fed- 
eral system of government. All this, in my judgment, is 
actually delaying the return of prosperity. 

Unfortunately, now as always, there are people today 
calling themselves liberal who regard any suggestion of econ- 
omy as reactionary. They seem to think willingness to throw 
other people’s money around without any consideration of 
value received is a peculiar sign of a pure heart. They show 
too little consideration for the toil which millions of Ameri- 
can men and women will have to undergo in order to pay off 
the debt so gayly incurred. Already the average family spends 
one-fourth of its income for taxes, whether the family knows 
it or not. It will take much more than that to pay the bill 
which political wasters have contracted in the American peo- 
ple’s name. Those in power responsible for this reckless ex- 
travagance are not liberals. They are more nearly benighted 
reactionaries. 

When the record of the Administration is challenged 
their only answer is: “What would you do?” That begs 
the question. Their program is not only ineffective, it is 
destructive of the American system. In the face of that fact 
no reasonable citizen should ask us what to do. The Ameri- 
can people propose to solve their problems under the American 
system. 

Nor is the cry of “Tory” sufficient answer to those who 
question their delusions. If I know my fellow Kansans, and 
they are a good cross-section of America, they do not approve 
anything smacking of a return to a system of exploitation of 
the many by the few. Nor do they want to go floating aloft 
in a stratospheric balloon of unkept promises. They think 
the alphabet has been overworked. They believe it is time 
to use simple addition and subtraction. They want neither 
reaction on the one hand nor radicalism on the other. Let 
those who insist on the alphabet remember that America was 
built by energy, ambition and enthusiasm, by courage, char- 
acter and common sense. 

The choice ahead of the American people is not whether 
to keep on with the mistakes of the so-called New Deal or 
return to the mistakes of the old order. The old order be- 
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longs to the past, but sound American principles persist. The 
hands of the clock of political destiny move forward, not 
backward. But they must turn at a steady, orderly pace. We 
have had too much palaver about old deals and new. Per- 
formance, to me, counts for more than phrases. 


The action of the Supreme Court in cutting away some 
of the errors in recent national legislation has given a health- 
ful impetus to our entire economic life. The months follow- 
ing the voiding of the NRA registered America’s most marked 
upturn since the depression. In contrast, the four months fol- 
lowing the passage of that act were marked by a drop in in- 
dustrial production and employment equalled only by our 
greatest panics of the past. 

What our nation really needs today is better housekeep- 
ing. Our women could show the way. They have had more 
successful experience than any political spendthrift in getting 
full abundance out of living and in managing to put by some- 
thing for a rainy day. 

Kansas has tried to do this kind of housekeeping. 


Through the cooperation of her officials, from the small- 
est political subdivisions to the statehouse, Kansas has suc- 
ceeded to a conspicuous degree. 

Since 1929 Kansas property taxes have been reduced 32 
per cent. The per capita cost of state and local government 
has been cut $19, or 26 per cent. Total revenues for state 
and local purposes in 1934 were 24 per cent less than in 1932. 
Yet, while these tax reductions were being made counties and 
municipalities reduced their bonded debt by $17,000,000, or 
12 per cent, during the period from 1932 to 1934. 

The credit, as I have repeatedly said, does not belong to 
any one political party or state administration, but to thou- 
sands of 'ocal officials all over Kansas. Savings were not 
made by skimping of necessary services, or dodging new re- 
sponsibilities of relief. 

Throughout 1933 and 1934, according to the report of 
the Federal Relief Administration, 30.6 per cent of the relief 
burden in Kansas was financed from non-Federal funds. On 
this basis Kansas ranked fifteenth among all the states. Con- 
trast this record to that of fourteen states which spent less 
than 10 per cent of non-Federal funds for relief. 

The time has come for a direct attack on the attempt 
at Washington to substitute a tax-eating bureaucracy for a 
liberal democratic system. Business recovery offers more 


promise of employment than a thousand wildcat schemes. 
The return of fruitful productivity in the United States will 
be directly translated into higher living standards for us all. 
There must be a revival of confidence in national credit, con- 
fidence in soundness of the dollar, confidence’ in the govern- 
ment at Washington. These guarantee the perpetuity of our 
American system of democracy, and under that guaranty will 
come a flood tide of recovery. 

The good wheat must be separated from the great stack 
of New Deal chaff. This requires wise and effective ad- 
ministration, free from partisan bias. The hysterical tone 
of government must be eliminated. Our high officials must 
think with their minds rather than with their emotions. The 
times demand economy and efficiency so that the regular and 
extraordinary services of government can be fully performed 
without threatening a mighty people with national bank- 
ruptcy. We must build a new and better civil service that 
will fill government positions with trained, trustworthy and 
capable employees, and offer to our youth a career in public 
service based on merit and qualifications for the job. The 
political spoils system and the spoilsmen responsible for it 
must go, in the interest of economy and efficiency. 

There never was a time when government so needed 
factual information and expert trained service. We must not 
allow our rising prejudice against mere experimentation to 
blind us to this fact. Here in Kansas we have found that a 
research department to collect facts—not to administer 
theories—is of the greatest importance and aid to members 
of the Legislature and to the chief executive of the common- 
wealth as well. 

We are still in the throes of personal government. Only 
a government of laws, not men, can rescue us from this plight. 
A mere change in officials in Washington will not suffice. 
The next national platform of the Republican party should 
be a straightforward declaration that will set forth the care- 
ful thought and serious convictions not of one person but of 
many. Behind that platform must be an honest intention to 
redeem its pledges, not to throw it on the junk pile the day 
after election. 

With a renewed confidence and a reaffirmation of faith, 
let us turn from an un-American doctrine of division and 
classes. As a united people, common in our hopes as in our 
purposes, we shall move forward to that greater destiny which 
is our just heritage. 


The Human Background of 
Air Conditioning 


By CLARENCE A. MILLS, M.D., Professor of Experimental Medicine, University of Cincinnati. 


Before the Cleveland Section of the American Society of Heating and Ventilating Engineers, January 13, 1936. 


T IS particularly appropriate that I, a physiologist and 
representative of the medical profession, appear before 
you to present the human side of air conditioning. As 

engineers you have taken great strides in recent years, making 
possible almost any type of indoor condition that may be 
desired. My appearance before you, however, emphasizes 
one unsatisfactory aspect of the picture, one that has been 
troubling you greatly in the past year. I refer to your lack 
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of standards as to just what indoor conditions you should 
apply in your installations. Should comfort alone be your 
guide, or does the matter go much deeper and have a bearing 
on the fundamentals of human health and general welfare? 

Some of the men in your air-conditioning field realize 
that the future of the industry depends largely on whether 
it will be able to contribute to the general welfare of the 
population, or whether its status is to be that of a comfort 
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luxury. If it can achieve the former function, then there are 
literally no limits to its growth in size and importance. But 
sensations of comfort alone are unsafe guides. American 
ideas of comfort and of healthful living conditions are notori- 
ously untrustworthy and likely to follow faddist lines. We 
at the same time over-heat our buildings by day and over-cool 
sleeping quarters by night. Moderation seems lacking from 
our make-up, so that something beyond changeable sensations 
of comfort must be found to act as an enduring and depend- 
able basis for determining healthful indoor conditions. Since 
it is the living body for which optimal conditions are being 
sought, it must be through medical and physiologic sciences 
and their investigative methods that the desired knowledge 
will come. Whole-hearted co-operation between these sci- 
entists and the engineering profession is a first essential, 
remembering always that it is the highly changeable and 
responsive human machine that is being conditioned and that 
irreparable damage can easily be accomplished by unwise 
changes. 

Man is by no means a standard being of definite propor- 
tions and given characteristics. A surprising number of 
physical and mental traits are conditioned by past physical 
environment. Prolonged warmth so subdues body heat pro- 
duction as to render the individual very sensitive to chilling, 
requiring a higher level of effective temperature for bodily 
comfort. Northern winter cold and storms bring about the 
opposite effect. We need definite and specific knowledge of 
body responses of this kind, and of their relation to general 
well-being throughout life before attempting to specify stand- 
ards for guidance of the air conditioning industry. 

In seeking a basis for future action, there must be 
detailed knowledge of how man has in the past responded 
to differences in his climatic surroundings,—how he has 
vrown and developed, prospered and advanced toward higher 
levels of existence under the natural climatic differences that 
different regions afford, and what temperature level and 
degree of variability has been best for him, not just for a few 
weeks, months, or years, but for centuries of racial existence. 
Added to this knowledge of response to natural conditions we 
must have information on response to artificial conditions 
under careful control. Knowledge from these two sources, 
carefully combined and analysed, will then afford us a reliable 
basis for intelligent expansion of indoor environmental con- 
ditioning. 

Fortunately the very recent past has witnessed a growing 
scientific interest in climatic and weather effects, so that a 
considerable fund of valuable information is at hand for our 
use. To a surprising extent man has been found to be 
dominated by the physical environment of his body. His 
energy level and everything attached thereto,—his vigor and 
tertility of body and mind, his progressiveness and ability to 
do, his rate of growth and development, his resistance to infec- 
tion,—are now seen to depend largely upon the driving force 
of his climatic environment. Prolonged periods of moist 
warmth bring about a considerable ‘reduction in available body 
energy by making more difficult free loss of body heat. Bodily 
energy is derived from the combustion of food materials, and 
increased energy output always means increased production 
of internal heat. Hence, difficulty in getting rid of this heat 
against a hot environment means that we will unconsciously 
avoid energy expenditure. And after a few months of such 
avoidance of effort, the body loses a considerable part of its 
ability to respond quickly to stimulation or emergency need. 
Therein lies the basis of the tropical person’s aversion to 


physical effort and his ease of body chilling. Subject him 
to cold stormy winters for a few years and, if he does not 
succumb to respiratory infections, he will develop into a differ- 
ent person, sloughing off much of his tropical indolence. The 
truth of these statements is well attested to by the evident 
differences in negroes of our northern and southern states, 
and in the more energetic life of any tropical or sub-tropical 
people who have migrated into our northern cold, stormy 
region. 

The effects of climate begin with conception and con- 
tinue throughout the entire life span. Birth size and rate 
of growth through childhood are markedly influenced. In 
moist warmth the young, (either human or animal) are 
smaller, of lower vitality, and show an increasing lag in 
development as the years pass. The native child of the 
Philippines or southern China may be only slightly shorter 
at birth than the lusty American infant, but it is much 
lighter in weight and remains always of a more lean and 
slender build. By the time of puberty the tropical child has 
lagged a good two years behind American standards. 

This difference shows clearly, not only in growth curves, 
but also in the onset of the menses in girls. Tropical girls 
mature /ater, and not earlier, than those of the temperate 
zone. ‘The world-wide popular belief in early maturity of 
tropical natives must be abandoned in the face of carefully 
collected statistics. Present day girls of Minnesota now come 
to the menarche at a mean age of 12.8 years, and those of 
Cincinnati at 13.2 years, while in the Philippines the age of 
Manila Filipino girls at menarche is 14.8 years and in the 
more depressing region of Cebu 15.2 years. At Hongkong, 
also, Chinese girls show a mean age of 15.2 years. Farther 
north in China development is a little more accelerated, but 
nowhere on earth do children grow with such lusty vigor or 
enter puberty so early as is seen to take place in our states 
of the Middle West. 

Then, too the biological significance of these human 
statistics is greatly accentuated by animal response to con- 
trolled laboratory environments. With all factors of exist- 
ence constant except the temperature level and ease of body 
heat loss, animal growth and development are seen to follow 
along exactly the same lines as with man in his natural 
climates. In moist warmth, even though the diet be entirely 
adequate, fertility is low, conception is difficult to achieve 
even though matings take place freely, body growth of the 
young is slow, and sexual maturity is reached at a later age 
than takes place in a cooler, more invigorating atmosphere. 
Animals adapted to the warmth also withstand body chilling 
poorly. They are unable quickly to step-up their body heat 
production as do those from the cold when external tempera- 
tures are lowered. 

Effects of the climatic driving force on man are evident 
not alone in his energy level and bodily vigor. Signs of 
bodily and mental breakdown from too excessive stimulation 
also are becoming ominous and alarming in the most 
invigorating parts of the continent. Such diseases as diabetes, 
toxic goiter, pernicious anemia, and hypertensive heart disease, 
as well as suicides and mental breakdown, are most severe 
and troublesome in those regions of the earth where the 
climatic drive rises highest. They are also most troublesome 


during the colder and more stormy seasons in those regions. 
Particularly in west central Europe and in northern United 
States and southern Canada, these increasing signs of bodily 
and mental exhaustion are arousing growing concern in the 
serious-minded members of the medical profession. The 
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climatic drive may in the final analysis be too excessive for 
man in the states and provinces of the Middle West where 
the great variability of the weather drives him forward too 
impetuously. Growth rate and bodily vigor rise highest there, 
but the strain may well be too great. As with a sensitive 
motor that cannot stand a racing speed without early burning 
out, so also the human machine scems to have limits to its 
speed of existence. 

Differences in the climatic drive on man are evident 
not only in a geographic sense, but also are equally marked 
on a time base. Human energy in the temperate regions 
rises and falls with the seasonal tide in stimulation. As 
summer mean monthly temperatures rise above 70°F., the 
human machine slows down and takes life's hurdles at an 
easier pace. Between 40 and 65°F. efficiency and vitality 
rise to the highest levels of the year; while below 40°F. the 
winter cold and frequent storm changes drive the body on 
into a progressive exhaustion that reaches a climax in March. 
At this time the death rate is the highest for the year, con- 
ceptions are lowest, and in various ways the body seems most 
vulnerable. High tide is reached in May or June and in 
September or October, depending on the latitude of one’s 
habitat. 

Even more important for human affairs than these 
seasonal tides in energy and vitality, are irregular but marked 
changes that occur in the climatic drive as earth temperatures 
and storminess fluctuate with changes in the solar radiation 
or sun spots. There come periods of a few weeks to several 
years when earth temperatures rise and stimulating storms 
from the polar regions come with greatly diminshed fre- 
quency and vigor. These periods of warmth and atmospheric 
calm alternate with years of subnormal temperatures and 
greater storminess. However, this shift from low gear to 
high in the climatic drive is too irregular in its timing to be 
predictable until we shall have wider knowledge of major 
atmospheric movements and just how they are affected by 
solar radiation. Sufficient for the immediate present is it 
that man’s energy does seem to fluctuate with these climatic 
changes. 

Most unfortunately, however, the major expression of 
human activity, man’s business, is seriously involved in these 
energy shifts. As the climatic drive eases off and energy ebbs, 
man turns suddenly cautious and business slackens. 4 
relatively high degree of mathematical correlation has been 
found between the level of business activity and climatic 
stimulation month by month for the past 65 years. Business 
panics or depressions have usually been ushered in by severe 
heat waves of several months duration. In these pages I can- 
not go further into the details of this seeming dominance of 
business by fluctuations in the climatic drive. Unfortunately 
the climatic fluctuations come with most disastrous severity 
in those temperate regions where man is driven to greatest 
activity, so that we have the greatest prosperity always carry- 
ing with it the likelihood of sudden severe and disheartening 
slumps. .The tropics, with their extremely low level of 
climatic drive, are much less affected by these changes. 

Looking back over history we can ‘readily discern the 
footprints of climatic effects. There is good inferential 
evidence that civilizations have risen and declined with long 
cycles of climatic shift, as Ellsworth Huntington has so 
ably pointed out. But in the last two centuries, covered by 
actual thermometer records, we can get away from inference 
and down to facts. In this period revolutions and human 
drives for additional freedom of individual action have usually 


taken place during the colder, more stormy series of years. 
With successions of warmer and less stormy years govern- 
ments have almost uniformly settled back toward dictatorial 
cr despotic forms, until the revolutionary crisis of the next 
cold period came. 

Earth temperatures reached their low point of recent 
centuries about 1850. For the remainder of the 19th cen- 
tury they rose irregularly but slowly. Since 1920, however, 
they have pointed emphatically skyward in practically all 
regions of the earth. The years 1920-21 and 1929-34 were 
characterized by a marked degree of abnormal warmth and 
lack of storms. Whether this increasing decline in the world’s 
climatic drive is in any way responsible for the plague of 
dictatorships that has beset us offers interesting ground for 
speculation. 

We cannot yet foretell how much higher temperatures 
are to go in this upward surge. The cycle seems to be 
around 400 years, so that we may still have more than a 
century of irregularly increasing warmth before us. Periods 
of cold and storms will intervene, of course, but in general 
it may well be true that the cold winters of grandfather’s 
day will come less and less frequently for several generations. 
If such a temperature trend upward does continue another 
century, and if the effects of climatic drive on man are as 
outlined in these pages, then it is not at all inconceivable that 
we may be headed for a distinct recession in the level of 
individual freedom and of civilization over the earth. Just 
how far this recession might carry us toward the social and 
economic level of the Middle Ages is impossible to foretell. 

Even the small amount of present knowledge as to the 
climatic dominance over human energy makes it imperative 
that every effort be made to round out the picture as com- 
pletely as possible, and to do so immediately. We need to 
know, for instance, whether social and economic changes of 
recent years in America are in the nature of a biologic re- 
sponse to this shifting drive or whether they are purely 
human in origin. And if climate is responsible, is there no 
way of overcoming the climatic effect? May we not hope to 
achieve a sufficient measure of control over our physical 
surroundings so as to ameliorate the effects of these swings 
in the climatic drive? 

Here lies the challenge to scientists who know the human 
machine best and to engineers who can provide practically 
any desired condition within a limited environmental range. 
Certainly for the city masses, who dominate much of the 
western world population, control of the physical environ- 
ment seems quite feasible and to offer hope of smoothing off 
the climatic irregularities. Seasonal swings and the irregular 
changes of longer duration might well be greatly reduced, 
and a more even tenor of existence achieved. And in the 
tropics, with a few hours a day of body cooling, the energy 
level and productiveness of the people could be raised to any 
reasonable level. In one plant in Manila, daytime cooling of 
the workers increased piecework output 28% even though 
the hours of work and daily wage remained unchanged! And 
the tropical person is healthier and happier at the more pro- 
ductive level if he can only have this physical basis for in- 
creased bodily energy. 

W eather, as well as climate, exerts a marked influence 
on man. The sudden and severe changes in temperature and 
pressure, that occur with such frequency in the stormy areas, 
bring a multitude of human ailments, particularly in the form 
of respiratory attacks. Wide differences maintained between 
indoor and outdoor temperatures also seem harmful because 
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of the chilling shock to the respiratory membranes as one 
passes from warmth to cold. 

Conditioning of our physical environment, then, goes far 
beyond the mere matter of bodily comfort. It enters in- 
timately into fundamental problems of growth and vitality, 
health and energy level, progressiveness and racial ability to 
carry on through the centuries. Medical and physiological 


ff EMBERS of the banking fraternity have only re- 

cently been able to relax from the nerve-wrack- 

ing strain of the depression and the banking crisis. 

For the past few years we have had to face many serious 

problems arising out of a business recession of unprecedented 
magnitude and severity. 

The situation has now materially changed, and we face 
the future with calmer spirits. The period of general li- 
quidation has passsed and bank assets are gradually rising. 
‘Thousands of weaker banks have been placed in liquidation, 
bad assets have been written off and capital structures have 
been rehabilitated. With the increase in security values re- 
coveries have increased, and in some cases earnings have im- 
proved. Deposit insurance, while in no sense a solution of 
our banking problems, has contributed to a feeling of security 
on the part of the depositors. The ‘recovery in industrial 
activity and the change in public sentiment from one ef 
despondency to one of hope and even of optimism in some 
quarters has been reflected in the point of view of many 
bankers. “The more pressing and more immediate problems 
have been surmounted and we can turn our attention to 
some of the longer-range issues. 

Before the disquieting, but important, lessons of this 
dificult era pass too far out of mind, however, I think 
we may with profit pause for a moment to take inventory. 
The present is a propitious time to take stock of our position, 
to recall the lessons of the past, to analyze trends, to identify 

and evaluate the forces making for change, and to plan for 
the future in the light of these facts. 

While much has been accomplished, I think we will 
all agree that there are some major unsolved problems in our 
commercial banking system. Many of the laws which have 
been enacted affect the general regulation and supervision 
of banking policy but leave untouched some of the funda- 
mentals of banking structure. and banking operations. De- 
posit insurance on a national scale is a new experiment 
and while it may have its effect in preventing the spread 
of withdrawals in time of trouble, it can in no way be ac- 
cepted as a substitute for good banking. Supervision can 
limit the scope of bank operations, but the ultimate decision 
as to the kind of assets to be held in the portfolios of the 
banks rests with the bankers. 

We may expect a recurrence in the future of business 
booms and depressions of more or less severity. In spite of 
all the regulations which may be applied to banking and to 














































































































































































































sciences should have the whole-hearted co-operation of indus- 
try in rounding out this picture of climatic dominance over 
man, so that we may intelligently set about the achievement of 
artificial conditions that will mimic the good and avoid the 
bad in natural weather effects. Surely a great many people 
will watch developments of the next few years with intense 
interest. 


The Banker Looks Ahead 


By S. SLOAN COLT, President of the New York State Bankers Association and President of the Bankers Trust 
Company, New York City. 


Before the Eighth Annual Mid-Winter Meeting of the Association held in the Auditorium of the Federal Reserve 
Bank of New York, January 27, 1936. 


business, we shall doubtless again experience periods of de- 
creasing business activity, unemployment, and declining se- 
curity values. The wise banker, therefore, will always 
conduct his operations with this contingency in mind. 

One of the most important questions which bankers 
face is this: Are we going to have a banking system which 
will stand up in future periods of depression, or shall we 
have a system that will accentuate the difficulties and lend 
itself to excessive liquidation in periods of stress? While 
this is a problem for bankers, its solution does not concern 
bankers alone. Anything which accentuates the evils of 
depression is a threat to the economic order, to the capi- 
talistic system and to the banking structure as we know it. 

The public finds it difficult to understand fully the pow- 
ers and functions of banks. The banking business seems to 
them shrouded in mystery, and their ideas of the powers of 
bankers for good or evil range almost as broadly as the 
imagination itself. So widely read an historian as H. G. 
Wells, in his “The New America; the New World,” pub- 
lished in 1935, offers this comment: 


... A multitude of people ... declare that the gen- 
eral process of private banking is unfair and dishonest and 
socially destructive. The banker replies that this indict- 
ment comes from sheer ignorance. But he does not volun- 
teer the information that would remove this ignorance. He 
does not proffer improved methods. He does not explain, 
though it is he who ought to know if anyone does, why 
money and credit do play queer tricks with economic life, 
and what ought to be done about it. Such an explanation 
would be contrary to his training and habits. Yet he 
ought to make the effort... .” 


This lack of comprehension on the part of the public 
is not surprising. Our history has shown that the people 
are not only jealous of financial power but that they fear 
it as well. I wonder if we bankers ourselves fully realize 
the nature of our own powers and understand the full con- 
sequences of our own activities. There are few subjects in 
the whole realm of economic activity that are more com- 
plex and more difficult to understand than bank credit. 
Yet the banker manufactures and dispenses credit and upon 
him rests the responsibility for wisely administering this 
function in the interests of the public. 

Banks in a very real sense deal with the lifeblood of 
business, namely, credit. If banks extend credit too liber- 


ally, and upon the wrong type of assets, they may feed the 
flames of credit expansion and speculation until these cul- 
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minate in a crisis and liquidation. More than one student 
of the broader aspects of bank credit has stated that banks, 
through the extension of unwise and excessive credits, con- 
tributed materially to the speculative excesses of the late 
twenties. On the other hand, if bankers are niggardly in 
their lending policies, and restrict credit too severely, they may 
hinder the normal, healthy growth of business and their 
communities. To expect bankers to be al!-wise in their 
policies or to be totally unaffected by the temper of the times 
in which they live, is to expect the impossible. But one 
thing is sure; the responsibility for exercising this power is 
too broad and too much involved with the public welfare to 
be considered from the viewpoint of narrow or selfish in- 
terests. . 

Perhaps the individual banker does not realize the 
full force and effect of his activities because he frequently 
looks upon his institution as having a local interest only, 
and not as a part of the banking system as a whole. We 
have learned from the lessons of recent years, however, the 
necessity of familiarizing ourselves with the broader problems 
of the banking system as a whole. One institution may 
not be a significant factor viewed as an isolated unit, but 
when thousands of banks pursue the same or a similar course 
of action the effects are far-reaching. 

Credit manufactured anywhere from Maine to Califor- 
nia goes into the country’s whole pool of credit and can be 
used anywhere else. Once we create it we cannot control 
its use. It follows that credit wisely or unwisely created in 
New York State may influence conditions in Texas, Florida 
or Minnesota, as well as in our own state and locality. No 
better example of this could be given than the effects of the 
huge volume of security loans created jn the 1920's. 

Our own individual activities will be judged in the long 
run by the results of the activities of the system as a whole. 
If the system performs a public service which inspires and 
maintains public confidence and public support, then we as 
individual units reap the reward. If the system fails then 
we fnust share the consequences regardless of our own indi- 
vidual actions. Each banker, therefore, is vitally concerned 
with the kind of banking done in every other institution. 

A learned and respected member of the Federal ju- 
diciary, in a recent utterance before a meeting of bankers, 
made this very pertinent observation: “Gentlemen, your acts 
over the next ten years will determine whether banking shall 
continue to be conducted by private interests, or become a 
function of the National Government.” This is the con- 
sidered opinion of a man of wide experience in public 
affairs and with a strong prejudice in favor of the capital- 
istic system. 

Not only are the bankers responsible in large part for 
the soundness of our credit structure, but they have also be- 
come in the course of time an important channel through 
which the public invests its savings. In a very real sense the 
banker has become a trustee for the public and has assumed 
responsibility for the investment of its funds. This is a 
service which the small domestic investor has demanded and 
which the banks have undertaken to perform in larger and 
larger degree. 

The responsibility assumed in this connection is a real 


one. ‘These investors can ill afford to lose their savings. 


They are the hardworking, thrifty classes of our people who 
are the backbone of our country. The security of the'r 
deposits is all-important, not only to them as individuals, but 
Give this 


also to the safety of our whole economic order. 


class of small savers security and protection in good times 
and bad, and you will establish a public confidence and a 
public support of the banking system against which the dema- 
gogues will be powerless. Let the losses to these people be 
substantial and the seeds of political and economic discord 
will fall into fertile ground. 

At the same time, the depositor must be led to appreciate 
the nature of his deposit and the risks which any investment 
of funds necessarily involves, whether the investment is made 
directly by the saver or indirectly through the bank. 

To perform well these functions for the public is not a 
simple routine matter, however, because in a dynamic society 
new problems are arising continuously. We are living in a 
rapidly changing age. Economic, political and social changes 
have been going on with almost bewildering rapidity, espe- 
cially during the past two decades. These changes constantly 
create new problems for bankers, problems which require 
adjustments to meet the changing order of things, if bankers 
are to fulfill properly their function of serving the people 
whether engaged in industry, commerce or agriculture. We 
cannot prevent these changes even if we would. We must 
accept them and meet them or commercial banking will be 
displaced by some other form of credit organization, which 
in the long run, I am satisfied, we agree would not be in the 
interest of the public. 

This continuous change makes it impossible for us to 
solve our banking problems with such finality that they will 
need no further attention. Continuous, careful, thoughtful 
study and research is the price of banking progress just as 
truly as it is the price of achievement in industry, medicine, 
architecture and engineering. 

Concentration of industry, mass production, new me- 
thods of distribution, good roads, new methods of transporta- 
tion and communication, and new methods of business 
financing, are some of the changes which have created new 
problems for a banking structure that developed under sim- 
pler economic conditions. The credit problems of a bank 
are different today than those of twenty-five of fifty years 
ago. The forces which affect the banking business today are 
often broad in scope and the result of many complex factors. 
It is not an easy matter to appraise these forces properly. 
The problem of diversification has become more and more 
difficult. The local outlet for funds in many cases has be- 
come smaller and smaller and the banker is frequently forced 
into a type of assets about which he knows little and for 
which his facilities for study are extremely limited. How 
will our banking system meet this changing economic order? 

Political and economic disturbances in the rest of the 
world constitute a second set of forces which bring new 
problems to confront the bankers. As a result of the War 
and its aftermath, the world has been sorely troubled by 
economic maladjustments. One of these is the monetary 
trouble which culminated in the discarding, at least tempo- 
rarily, of the gold standard by many nations. Closely allied 
to this monetary trouble is the rapid shifting of capital from 
country to country, a development which has had violent 
repercussions upon international credit structures. This 
country has accumulated a large proportion of the world’s 
monetary gold, and the flow is still heavily in our direction. 
This influx of gold, together with our monetary policies, has 
built up a huge volume of excess reserves and has created 
abnormally cheap credit conditions. These reserves have a 
way of distributing themselves throughout the banking system 
so that practically every institution feels the pressure. Their 
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effect is by no means limited to the larger institutions of the 
cities. 

A similar set of forces in the 1920’s was responsible, in 
part at least, for the rapid expansion of bank credit during 
that period and for the accumulation in many institutions of 
assets of inferior quality. With the idle funds and the pres- 
sure for expansion then existing, many institutions, if they 
could not get high-grade assets, took what was available. 
We need only remind ourselves that our monetary gold stock 
and our excess reserves are today far above their maximum 
at any previous date in our history. 

The Federal Reserve and other supervisory authorities 
have been given extensive powers to check or prevent un- 
sound credit activities and excessive credit expansion. How- 
ever effective these controls may be, it is my opinion that they 
can never take the place of sound bank management. The 
responsibility for maintaining high quality assets of the right 
character must rest upon the management of the individual 
institutions. 

The very methods of control and the timing of the con- 
trol by the central authorities are, of course, matters of in- 
terest to us all. On the basis of reserves as they exist today 
the member banks of the country could expand their deposits 
many, many billions of dollars, probably to almost double 
the present amount. Thus far there has been no substantial 
expansion except for the purchase of government securities by 
the banks, and there is strong opinion to the effect that there 
is little present need to reduce reserves or exercise credit 
control. The possibilities of excessive expansion are there, 
however, and we must face the possibility that some day 
controls may be necessary. It is essential to keep this in mind 
in our individual expansion policies. The situation is such 
that ordinary measures of control such as open market opera- 
tions and discount rate changes may not be sufficient, and in 
time it may be necessary, therefore, to raise reserve require- 
ments. At least that is a future possibility which we must 
keep in mind in order to estimate accurately and prepare for 
the effects of such a change on our individual positions. 

A third major development which has created some im- 
portant banking problems is the change in the general char- 
acter of commercial banking. The question was discussed 
at some length in the recent report issued by your Com- 
mission for Study of the Banking Structure, and I shall not 
go into details here except to note that commercial banks 
have gotten further and further away from commercial bank- 
ing. This development has been so rapid, at a time when 
other problems were pressing, that no adequate study or 
analysis of the problems arising out of this change in the 
character of banking has been made. The implications of 
such a development have probably not been fully appreciated 
and bankers generally have not been able to test and perfect 
new rules and new standards of practice. 

I mention these matters here largely to emphasize the 
urgent necessity for bankers to find some solution to the time 
deposit problem and the unbalanced relationship between the 
character of bank assets’and the character of deposits. A 
commercial banking system which holds largely non-liquid 
assets, on the one hand, and assumes demand liabilities, on 
the other, is a financial paradox and a source of danger to 
financial stability. The banks’ depositors must be led to 
understand the necessity for making some adjustment, per- 
haps by changing the terms of the contract between the 
banker and the depositor. We cannot expect our depositors 
to have a full understanding of these questions, however, 


until we ourselves have analyzed them and come at least to 
some tentative conclusion in our own minds as to what ad- 
justments may be necessary. 

I have attempted to give you a brief statement of three 
types of economic changes which have created several major 
problems for bankers. These changes are: (1) changing eco- 
nomic conditions at home; (2) world political and ecoromic 
disturbances resulting in extraordinary capital movement, 
gold flow into the United States and an exceedingly large 
accumulation of excess reserves; and (3) the changing char- 
acter of banking in this country both in assets and in deposits. 

I do not suggest this as a complete list of the economic 
developments which affect banks, but mention them merely 
to illustrate the dynamic nature of our economic and social 
order and to emphasize the urgent necessity for constant 
study and investigation by bankers of these broader problems. 
The future course of banking in this country is going to de- 
pend very largely upon how well we as individual bankers 
understand these larger problems and how sound the mea- 
sures are which we take to solve them. This is not a task 
which can be accomplished in a moment, but one which will 
require continuous research and study. 

I believe the New York State Bankers Association 
should be the leader in this research work and the medium 
through which bankers in the State can collect and analyze 
information regarding their operations for the purpose of 
developing a better understanding of their own business. It 
must be a cooperative enterprise. The task is too big for a 
few individuals. If the results are to be worthwhile the 
bankers of this State must cooperate even to the extent of 
sacrificing time and effort. I am sure that we will have the 
cooperation of all supervisory authorities. Bankers have been 
called obstructionists. Let us be constructionists. We will 
thereby serve the best interests of ourselves, our communities, 
and our country. 
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